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FINANCIAL  INSTITUTIONS  AND  BLACK 
CHURCHES:  FORGING  A  PARTNERSHIP  TO 
EMPOWER  THE  AFRICAN-AMERICAN  COM- 
MUNITY 


FRroAY,  SEPTEMBER  16,  1994 

House  of  Representatives,  Subcommittee  on  Gen- 
eral Oversight,  Investigations,  and  the  Resolu- 
tion OF  Failed  Financl\l  Institutions,  Committee 
ON  Banking,  Finance  and  Urban  Affairs, 

Washington,  DC. 

The  subcommittee  met,  pursuant  to  notice,  at  9:17  a.m.,  in  room 
2128,  Rayburn  House  Office  Building,  Hon.  Floyd  H.  Flake  [chair- 
man of  the  subcommittee]  presiding. 

Present:  Chairman  Flake. 

Also  present:  Representatives  Frank,  Wynn,  and  Tucker, 

Chairman  Flake.  I  am  going  to  ask  that  you  take  your  seats. 
The  Secretary  is  here  and  has  another  panel  that  he  will  have  to 
do,  so  we  would  like  to  begin  as  quickly  as  possible. 

Good  morning,  ladies  and  gentlemen.  We  are  very  pleased  to  wel- 
come you  to  this  Congressional  Black  Caucus  Braintrust  and  hear- 
ing which  is  cochaired  by  my  colleagues,  Al  Wynn  from  Maryland, 
and  Walter  Tucker  from  California. 

I  would  like  to  extend  a  welcome  to  all  of  you.  You  have  traveled 
here  to  share  in  this  annual  conference,  and  particularly  those  of 
you  who  have  seen  fit  to  come  and  participate  in  this  Braintrust 
on  the  African- American  churches.  I  am  pleased  that  you  have  cho- 
sen to  attend  this  Braintrust  because  it  is  my  firm  belief  that  it 
is  necessary  for  us  to  begin  to  forge  partnerships  that  empower  the 
African-American  community. 

As  we  look  at  those  communities,  I  think  all  of  us  would  agree 
that  the  African-American  church  is  the  one  organism  that  has 
been  able  to  remain  in  those  communities  and  represents  the  sym- 
bol of  stability  for  them.  Our  congressional  hearings  are  the  first 
step  toward  formulating  and  enacting  legislation. 

Today's  hearing  serves  as  a  forum  for  the  exchange  of  valuable 
information  from  persons  who  can  help  us  in  the  process  of  de- 
veloping those  partnerships,  as  well  as  information  from  persons 
who  are  in  the  field  working  in  various  church  communities  to 
strengthen  them. 

Last  year.  Congressman  Wynn  and  I  held  a  hearing  in  lieu  of  a 
Braintrust  at  which  regulators  of  insured  Federal  depository  insti- 
tutions shared  their  views  on  community  development  and  their 
strategies  for  accomplishing  the  goal  of  rebuilding  and  strengthen- 
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ing  America's  distressed  urban  and  rural  communities.  Indeed,  one 
of  our  spokespersons  today,  Mike  Espy,  and  I  had  the  privilege  of 
going  to  his  district  several  years  ago  and  doing  field  hearings  in 
the  delta  of  Mississippi. 

Let  me  tell  you  that  those  experiences,  coupled  with  those  that 
we  have  seen  throughout  this  country,  clearly  indicate  that  there 
is  a  need  for  the  kind  of  partnership  that  will  allow  us  to  be  able 
to  bring  these  communities  back  to  the  status  intended  by  those 
who  are  our  foreparents  and  those  who  participated  in  trying  to 
build  them  in  the  first  place. 

Yesterday's  workshop,  which  was  held  at  the  Convention  Center, 
featured  testimony  of  ministers  from  around  the  country.  Today's 
hearing  both  reinforces  our  efforts  to  cultivate  a  pragmatic  ap- 
proach to  economic  development  in  the  Afi'ican-American  commu- 
nity, understanding  that  one  of  the  primary  vehicles  has  to  be  the 
Afi*ican-American  church. 

As  a  minister,  community  developer,  legislator,  this  hearing 
holds  special  importance  to  me  as  it  offers  an  opportunity  to  review 
both  the  current  initiatives  and  future  objectives  of  government 
agencies  and  financial  institutions.  We  are  not  here  today  to  criti- 
cize the  activities  of  either,  but  rather  to  determine  what  efforts 
are  being  implemented  to  increase  and  create  successful  economic 
development  projects  with  black  churches  and  to,  hopefully,  deter- 
mine the  additional  efforts  which  may  be  initiated  to  help  accom- 
plish these  goals. 

Today's  hearing  will  allow  us  to  take  a  closer  look  at  the  impor- 
tance of  forming  alliances  and  enhancing  existing  partnerships  be- 
tween government  agencies,  financial  institutions,  and  African- 
American  churches  nationwide.  My  colleagues  and  I  believe  that 
this  relationship  is  the  primary  partnering  model  for  revitalizing 
distressed  urban  and  rural  communities. 

Revitalization  of  these  communities  does  not  happen  through 
lone  community  effort.  It  is  a  special  challenge,  requiring  the  col- 
lective spiritual,  as  well  as  the  economic  energies  of  the  church 
with  support  from  the  governmental  and  financial  institutions. 
Given  these  concerns,  we  have  invited  testimony  from  govern- 
mental agencies  involved  in  community  development,  drug  and 
crime  control,  community  leaders  and  educators,  and  representa- 
tives from  financial  institutions  actively  involved  in  community  de- 
velopment initiatives. 

At  this  time,  it  is  my  great  pleasure  to  present  my  colleague,  the 
Honorable  Al  Wynn,  who  represents  Prince  Georges  County,  Mary- 
land, and  as  I  would  like  to  say  to  him  all  the  time,  that  both  of 
us  represent  what  many  people  feel  are  middle-class  communities, 
yet  we  have  been  able  to  see  the  kind  of  deterioration  that  occurs 
immediately  after  white  flight  or  at  the  point  that  African -Ameri- 
cans become  the  predominant  population.  And,  therefore,  our  con- 
cern is  not  only  how  you  rebuild  those  existing  urban  communities, 
but  how  do  you  preserve  those  communities  where  our  people  are 
moving  to. 

And  so  I  am  pleased  to  present  a  brother  who  shares  with  me 
as  a  member  of  my  subcommittee  on  the  Banking  Committee,  Al 
Wynn. 


[The  prepared  statement  of  Mr.  Flake  can  be  found  in  the 
appendix.] 

Mr.  Wynn.  Thank  you  very  much,  Mr.  Chairman. 

I  would  like  to  thank  you  for  the  second  consecutive  year  for  al- 
lowing me  to  participate  in  the  subcommittee's  oversight  hearings 
during  the  Congressional  Black  Caucus  legislative  weekend.  Dur- 
ing my  short  tenure  in  Congress,  I  have  had  the  pleasure  to  join 
you  on  many  occasions  in  hearings  on  financial  institutions  and 
their  relationship  to  the  African-American  community,  and  I  want 
to  say  to  you  now  and  to  the  audience  here  assembled  that  you 
have  done  tremendous  work  in  forging  pragmatic  approaches  to 
empowering  the  black  community  in  economic  development. 

I  think  this  hearing  today  is  historic.  I  mentioned  at  yesterday's 
session  that  the  black  church  is  our  most  powerful  institution,  our 
most  longstanding  institution.  And  I  found  it  quite  fascinating 
when  we  began  to  talk  about  this  workshop  that  we  would  have  an 
opportunity  to  focus  in  on  the  role  of  the  black  church  in  a  some- 
what new  context. 

Additionally,  the  church  has  been  seen  as  a  civil  rights  force. 
Now  we  are  talking  about  the  church  as  an  economic  development 
force,  and  so  I  am  very  pleased  to  join  with  you,  as  well  as  my  col- 
league, Walter  Tucker  from  California,  on  this  subcommittee. 

I  hope  that  today's  program,  however,  does  not  end  with  hearings 
and  a  mere  exchange  of  business  cards.  I  think  what  we  are  about 
in  this  Black  Caucus  weekend  and  what  these  hearings  are  about 
is  the  development  of  ongoing  relationships,  an  analysis  of  some  of 
the  concrete  problems  that  face  us  and  the  forging  of  the  types  of 
relationships  that  will  enable  us  over  the  years  to  address  these 
concerns. 

I  am  particularly  delighted  to  have  the  Secretary  here  with  us 
this  morning  and,  Mr.  Chairman,  with  that,  I  will  conclude  so  that 
we  can  begin  our  most  interesting  hearing. 

Thank  you  very  much. 

[The  prepared  statement  of  Mr.  Wynn  can  be  found  in  the 
appendix.] 

Chairman  Flake.  Thank  you  very  much,  Mr.  Wynn. 

At  this  time,  I  would  like  to  begin  introducing  the  persons  who 
are  our  speakers.  I  will  save  the  Secretary  for  last  since  I  would 
like  to  make  a  special  introduction  of  him.  But  joining  Mr.  Espy  on 
our  first  panel  is  the  Honorable  Lee  Brown,  who  is  the  Director  of 
the  White  House  Office  of  National  Drug  Control  Policy  who, 
through  his  extensive  experience  as  former  police  commissioner  of 
New  York  City,  Houston,  Texas,  and  Atlanta,  Georgia,  brings  to 
the  agency  firsthand  knowledge  of  the  devastation  of  crime  and  vio- 
lence multiplying  throughout  our  Nation's  communities. 

Following  Mr.  Brown  is  the  designee  for  Secretary  Cisneros,  the 
Honorable  Kenneth  Williams,  who  is  the  Deputy  Assistant  Sec- 
retary for  Grants  Programs.  In  this  position,  IVlr.  Williams  is  prin- 
cipal adviser  to  the  Assistant  Secretary  for  Community  Planning 
and  Development  with  delegated  oversight  for  the  Office  of  Block 
Grant  Assistance  and  the  Office,  of  Affordable  Housing. 

I  am  pleased  that  Secretary  Cisneros  has  sent  you  oecause  of  his 
interest  in  the  black  church  exemplified  by  his  presence  at  the  con- 
ference that  took  place  at  Harvard  University  and  subsequent  con- 


ferences  that  he  has  talked  to  me  about  and  tried  to  develop 
throughout  this  country.  I  think  he  understands  better  than  most 
the  necessity  of  having  a  relationship  between  HUD  and  the 
African-American  church  and  the  African-American  community, 
and  I  am  pleased  that  you  have  come. 

Before  we  begin,  I  look  forward  to  the  testimony  of  our  witnesses, 
trust  that  they  will  focus  on  past  or  present  efforts  as  well  as  areas 
of  consideration  for  future  endeavors  to  improve  and  increase  com- 
munity development  activities.  I  would  also  like  to  thank  all  the 
witnesses  for  taking  the  time  out  of  busy  schedules,  to  adjust  them 
in  some  instances  to  be  here  with  us. 

Given  the  time  limitation  of  some  of  our  disting^shed  panelists, 
we  ask  that  the  witnesses  may  summarize  if  they  so  choose.  Their 
testimony  will  then  be  available  for  questions. 

Additionally,  we  ask  that  each  of  you  attending  this  hearing 
please  sign  and  return  the  CBC  information  cards  to  staff  before 
leaving  today  so  that  we  may  help  you  to  be  informed  of  our  future 
activities. 

We  also  invite  you  to  join  us  immediately  following  this  hearing 
in  the  reception  room,  2105,  in  this  building  that  we  might — we 
will  share  together  in  a  reception.  Before  we  begin  to  hear  the  co- 
Chairs — Mr.  Tucker  is  not  here,  but  we  will  reserve  time  for  him 
so  that  when  he  shows,  we  will  ask  him  if  he  might  share  his  open- 
ing remarks. 

I  am  especially  pleased  to  present  my  friend,  my  brother,  Mike 
Espy.  In  1986,  four  of  us  came  as  the  African-American  class  to  the 
U.S.  House  of  Representatives — Congressman  Mfume,  Congress- 
man Lewis,  myself,  and  the  Secretary  of  Agriculture,  Mike  Espy. 
We  had  a  marvelous  relationship  here.  We  traveled  abroad  to- 
gether on  several  occasions  and,  as  I  indicated  earlier,  we  had  op- 
portunities to  do  field  hearings. 

I  am  certain  that  many  of  you  who  do  not  know  him  cannot  un- 
derstand the  depth  of  his  commitment  as  it  relates  to  trying  to  give 
empowerment  to  our  people  throughout  this  Nation.  I  rejoice  in  the 
fact  that  Mike  Espy  took  the  position  in  Agriculture.  And  I  share 
with  you,  when  I  asked  him  the  question,  realizing  that  he  could 
have  had  other  Secretariats,  "Mike,  why  did  you  take  Agriculture?" 

And  he  said,  "Floyd,  you  must  understand  that  Agriculture  has 
one  of  the  largest  budgets  of  the  secretariats,  and  you  also  must 
understand  that  although  urban  African-Americans  don't  under- 
stand it,  the  reality  is,  agriculture  impacts  their  lives  more  on  an 
everyday  basis  than  they  can  imagine."  He  said,  "There  are  pro- 
grams in  Agriculture  that  most  African-Americans  not  only  do  not 
know  of  but  certainly  do  not  take  advantage  of." 

And  so,  Mike,  I  am  happy  you  are  the  Secretary  of  Agriculture, 
and  I  am  happy  you  have  consented  to  come  ana  serve,  the  first 
elected  African-American  Congressman  from  the  State  of  Mis- 
sissippi and  now  the  Secretary  of  Agriculture,  the  Honorable  Mike 
Espy. 

STATEMENT  OF  MIKE  ESPY,  SECRETARY,  DEPARTMENT  OF 

AGRICULTURE 

Secretary  EsPY.  Thank  you.  Mr.  Chairman,  to  you  and  to  Con- 
gressman Wynn  and  to  Congressman  Tucker  when  he  arrives,  I  am 


thankful  for  the  opportunity  which  you  have  provided  me  to  appear 
this  morning  to  speak  to  the  issue  of  the  relationship  between  the 
U.S.  Department  of  Agriculture  and  other  agencies  of  the  Federal 
Government  with  African-American  churches.  It  is  good  to  be  with 
you. 

I  remember  with  fondness  the  field  trip  we  took  to  Mississippi 
and  other  parts  of  the  South,  and  I  will  tell  you,  with  the  things 
I  am  going  through  now,  I  probably  need  to  take  a  few  more  trips 
like  that  with  you. 

Chairman  Flake.  You  can  come  back  up  to  the  church  again  too. 

Secretary  Espy.  I  need  some  prayer,  Mr.  Chairman.  I  need 
prayer. 

So  it  is  good  to  be  here  with  you  to  explore  the  opportunities  that 
already  exist  or  are  being  created  to  help  communities  unite  for 
business  development  and  economic  empowerment.  Forging  govern- 
mental partnerships  with  the  African-American  church  is  certainly 
an  intriguing  topic. 

I  imagine  there  are  many  here  who  believe  that  the  government 
might  gain  more  from  involvement  with  the  church  than  the 
church  will  gain  from  involvement  with  the  government.  You  noted 
in  your  introductory  comments  that  the  USDA  has  a  very  diverse 
jurisdiction.  That  is  certainly  the  case.  We  are  the  third  largest 
government  Cabinet  agency  behind  the  Pentagon,  Department  of 
Defense,  and  Health  and  Human  Services.  We  have  about  a  $63 
billion  budget  and  a  $30  billion  bank  called  the  Commodity  Credit 
Corporation,  and  many  around  the  Nation  primarily  know  us  by 
our  work  on  production  agriculture,  and  that  is  work  that  we  are 
proud  of,  but  we  also  do  many  other  things. 

We  administer  the  Food  Stamp  Program  and  the  WIC  Program. 
We  feed  25  million  schoolchildren  each  and  every  day  in  the  public 
schools  around  our  Nation,  and  during  the  summertime  when 
school  is  not  in  session,  of  course,  we  provide  lunches  in  many 
urban  areas,  Mr.  Chairman,  some  in  your  very  own  district  in  New 
York. 

We  also  provide  money  for  rural  development.  I  will  be  speaking 
particularly  to  those  type  of  programs  in  the  remainder  of  my  com- 
ments. But  any  issue  which  involves  rural  America,  which  involves 
the  smaller  towns  and  communities,  in  particular  towns  with  fewer 
than  50,000  people,  you  will  find  evidence  of  the  work  of  the 
USDA. 

We  provide  housing.  We  provide  loans  and  grants  for  business 
development.  We  provide  water  and  sewer  infrastructure  grants. 
We  provide  money  to  clients  from  the  Rural  Electrification  Admin- 
istration for  programs  involving  computers,  telephones.  If  it  in- 
volves something  that  you  want  to  bring  to  a  smaller  town  or  com- 
munity in  America,  it  is  a  pretty  good  bet  that  you  will  interface 
with  the  USDA. 

We  are  the  largest  provider  of  recreation  in  the  Nation.  With  our 
jurisdiction  over  the  Forest  Service,  we  manage  191  million  acres 
of  forestland.  And,  Mr.  Chairman,  you  know  from  your  former  ex- 
perience in  the  academic  arena  that  the  Department  of  Agriculture 
supports  HCBUs — Historically  Black  Colleges  and  Universities — 
primarily  through  programs  of  grants  for  research,  extension,  and 
teaching  at  the   1,890  colleges  and  universities  in  the  Southern 


States.  So  people  know  us  for  the  work  we  do  in  production  agri- 
culture and  we  are  proud  of  that,  but  we  also  do  much,  much  more 
as  well. 

The  Department  recognizes  that  the  long-term  economic  health 
of  rural  Ajnerica  depends  on  a  broad  and  diverse  economic  founda- 
tion and  that  this,  in  turn,  requires  investments  in  rural  busi- 
nesses, rural  infrastructure,  housing  stock,  and  community 
facilities. 

President  Clinton's  1995  budget  proposed  significant  additional 
funding  for  the  Rural  Development  Initiative  which  we  started  last 
year.  Business  and  industry  loan  guarantees  would  be  increased  by 
more  than  $800  million  to  $1.12  billion  and  the  Intermediary 
Relending  Program  would  increase  from  $100  million  to  $125 
million. 

The  $1.5  billion  proposed  by  the  President  for  the  Water  and 
Waste  Disposal  Loan  and  Grant  Program  would  assist  in  creating 
over  34,000  new  jobs,  primarily  in  the  construction  industry,  in  ad- 
dition to  serving  the  needs  of  many  rural  communities. 

The  President's  proposed  housing  program  would  provide  well 
over  116,000  new  housing  units,  30,000  of  which  would  be  new  con- 
struction, and  the  Empowerment  Zone  and  the  Enterprise  Commu- 
nity Initiative  is  currently  an  innovative  approach  that  will  create 
jobs  in  rural  America  and  will  help  rehabilitate  rural  communities 
by  putting  Americans  back  to  work. 

Community  development  needs  to  precede  and  then  overlap  with 
economic  development.  If  a  community  is  to  prosper,  Mr.  Chair- 
man, you  know  that  all  of  its  people  need  access  to  basic  services — 
water,  waste  disposal,  health  care,  education,  and  transportation. 
But  infrastructure  alone  will  not  produce  long-term  or  continuing 
economic  development  activity.  We  must  have  leadership  develop- 
ment, the  creation  and  expansion  of  locally  controlled  institutions, 
the  experience  in  managing  and  owning  assets,  all  critical  to  sus- 
taining a  focus  on  economic  and  community  development. 

As  an  administration,  we  are  vigorously  searching  for  new  oppor- 
tunities to  encourage  the  active  participation  of  the  private  and 
nonprofit  sectors  in  our  efforts  to  stimulate  rural  economies  and 
create  jobs.  And  that,  of  course,  means  working  closely  with 
African-American  churches.  In  fact,  we  are  already  working  very 
closely  with  certain  African- American  churches  and,  Mr.  Chairman, 
we  plan  to  do  more. 

We  have  aggressively  reached  out  to  the  black  church  community 
and  we  will  continue  to  do  so.  There  are  several  significant  projects 
already  under  consideration.  I  will  mention  just  a  few,  but  we  will 
continue  to  solicit  more.  Reaching  out  to  the  black  church  is  a 
major  priority  of  mine,  during  my  tenure  as  Secretary,  and  of  this 
administration.  Here  is  what  we  have  done. 

I  have  already  mentioned  the  B&I  Program,  the  Business  and  In- 
dustry Guaranteed  Loan  Program.  When  we  took  office  20  months 
ago,  we  discovered  that  since  1974,  the  USDA  has  made  available 
some  $4.8  billion  in  guaranteed  business  and  industry  loans,  but, 
Mr.  Chairman,  only  $15  million,  only  $15  million  has  gone  to  the 
minority  community. 

Chairman  Flake.  That  is  out  of  what — how  much  is  in  that 
package? 


Secretary  Espy.  $4.8  billion. 

Chairman  Flake.  $4.8  billion,  $15  million. 

Secretary  Espy.  $15  million.  So  we  took  note  of  that  and,  frankly, 
we  are  disappointed.  And  so  we  are  turning  this  around  in  the  20 
months  that  we  have  been  in  office,  and  participation  from  the 
black  church  is  a  key  part  of  our  strategy. 

For  the  past  year,  US  DA  officials  have  been  meeting  on  a  regular 
basis  with  church  leaders.  We  met  with  Baptist.  We  have  met  with 
AMEs,  CMEs,  with  the  Church  of  God  and  Christ.  Wilbur  Peer, 
who  is  here  today,  who  was  the  acting  head  of  our  RDA  at  the  time 
attended  several  national  conventions,  principally  the  National 
Baptist  Convention  and  the  National  Board  of  Directors  meeting  of 
the  Church  of  God  and  Christ. 

We  have  held  workshops  in  Washington,  Los  Angeles,  and  Kan- 
sas City  with  members  of  the  church  community.  Our  goal  is  to 
reach  out  to  the  church  community  and  talk  about  the  resources 
that  USDA  has  to  offer,  and  we  are  not  just  talking  about  re- 
sources; we  are  making  resources  available. 

The  AME  Church  is  working  with  us  to  secure  a  loan  through 
the  515  Multifamily  Housing  Program  to  finance  construction  for 
housing  of  low-income  residents  and  senior  citizens'  homes  in  Mis- 
sissippi and  Tennessee. 

I  don't  want  you  to  think  that  we  are  just  working  with  churches 
in  Mississippi  or  in  the  South.  We  are  also  working  actively  on  pro- 
posals from  the  Midwest  and  the  Northeast  and  other  areas.  Clear- 
ly, we  believe  that  the  church  community  has  a  vital  role  to  play 
in  helping  to  revitalize  rural  America  and  we  have  significant  re- 
sources available. 

For  example,  we  are  aggressively  marketing  business  and  indus- 
try loans  in  the  Intermediary  Relending  Program.  Church  organi- 
zations will  have  additional  sources  of  capital  to  help  finance  busi- 
ness ventures  on  a  longer  term  basis.  With  the  Intermediary 
Relending  Program,  we  can  now  loan  up  to  $4  million  at  1  percent 
interest  over  a  30-year  period.  Nonprofit  organizations  can  then 
relend  those  dollars  up  to  $150,000  per  recipient  and  earn  income 
for  future  capital  needs. 

In  fiscal  year  1993,  we  had  made  available  $33  million  for  this 
program,  but  in  fiscal  year  1994,  we  proposed  and  the  Congress 
agreed  to  substantially  increase  funding.  We  had  $100  million  in 
intermediary  relending  funds  in  fiscal  year  1994,  and  as  I  men- 
tioned earlier,  we  expect  to  have  that  much  and  hopefully  more  in 
fiscal  year  1995. 

Another  program  is  the  Rural  Business  Enterprise  Grant  Pro- 
gram, With  this  program,  the  RDA  can  make  grants  which  can  be 
used  to  provide  technical  assistance  to  small  and  emerging  busi- 
nesses. These  grants  can  also  be  used  as  relending  loan  funds.  In 
fiscal  year  1994,  we  had  about  $42.5  million  for  this  program  and 
depending  upon  what  our  friends  here  on  the  Hill  do  in  the  next 
few  days,  we  expect  to  have  close  to  $50  million  in  fiscal  year  1995. 

So  I  am  proud  to  say  that  we  are  making  these  programs  avail- 
able to  minority-owned  businesses  and  nonprofits  in  a  way  that  the 
U.S.  Department  of  Agriculture  has  never  done  before,  and  I  stand 
without  any  fear  of  contradiction  on  that  point. 
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We  are  truly  changing  the  culture  at  the  U.S.  Department  of  Ag- 
riculture and  in  many  ways  the  changes  we  seek  have  only  just 
begun.  Last  year,  we  made  business  and  industry  disaster  loans  of 
$7  million  to  minority-owned  firms.  We  made  $4.5  million  in 
intermediary  relending  loans  to  minority-owned  firms,  and  we 
made  another  $2.4  million  in  guaranteed  loans  to  minority-owned 
businesses. 

Again,  we  expect  the  church  to  be  one  of  our  better  sources  for 
customers.  We  are  working  to  develop  partnerships  and  to  make 
these  resources  available  to  organizations  that  can  do  the  job  in  our 
communities  and,  in  many  cases,  that  is  the  church.  So  this  isn't 
about  Washington  telling  Americans  what  kind  of  communities 
they  ought  to  nave,  it  is  about  Americans  deciding  for  themselves 
what  kind  of  communities  they  want  to  have.  This  effort  isn't  about 
taking  us  back  down  the  roads  we  have  traveled  in  the  past,  but 
about  setting  our  sights  on  the  future. 

In  summary,  I  will  suggest  to  you,  Mr.  Chairman,  that  fi-om  the 
first  days  of  this  administration.  President  Clinton  and  I  have  been 
firmly  committed  to  rural  development  in  the  broadest  sense,  from 
public  facilities  to  private  job  creating  enterprise,  to  housing,  to 
services,  and  to  basic  amenities.  And  we  have  been  delivering  on 
our  commitment. 

Again,  we  can't  do  it  alone.  We  need  to  work  with  the  entire  com- 
munity. A  community  that  has  come  together,  talked  together, 
worked  together,  and  planned  together,  a  community  that  has 
taken  a  hard  look  at  it  and  at  itself  and  satisfied  its  own  problems 
and  a  community  that  has  said  to  Washington,  we  want  to  take 
control  of  our  own  destiny,  want  to  manage  our  own  future. 

Physics  tells  us  that  a  triangle,  a  three-legged  structure  is  the 
most  stable  base  to  build  on.  We  must  apply  that  knowledge.  A 
strong  three-legged  base  of  financial  institutions,  government  agen- 
cies, and  the  African- American  church,  is  a  place  to  start  to  em- 
power and  to  enrich  our  communities  and  our  Nation. 

Thank  you. 

[The  prepared  statement  of  Secretary  Espy  can  be  found  in  the 
appendix.] 

Chairman  Flake.  Thank  you  very  much,  Mr.  Secretary,  for  the 
very  in-depth  testimony.  I  think  most  of  us  are  astounded  to  find 
that  you  have  a  budget  of  $63  billion.  That  is  a  lot  of  money,  and 
perhaps  that  explains  many  of  the  situations  that  are  happening 
around  you,  and  I  think  the  black  church  will  be  praying  for  you 
more  than  ever  now  that  we  know  how  much  money  that  you  have 
control  of. 

Let  me  ask  you,  Mr.  Secretary,  I  know  you  have  another  panel 
to  go  to  and  would  it  be — would  you  want  us  to  ask  you  questions 
now  or  would  we  proceed  with  Mr.  Williams  and  then  ask  you  both 
questions.  What  is  your  timeframe? 

Secretary  Espy.  It  depends  on  how  long  Mr.  Williams  will  be  tes- 
tifying. I  can  wait. 

Chairman  Flake.  All  right.  At  this  time  we  are  happy  then  to 
present  the  Honorable  Kenneth  Williams,  who  is  the  Deputy  As- 
sistant Secretary  of  Grant  Programs  at  the  Department  of  Housing 
and  Urban  Development.  I  think  all  of  us  who  have  been  involved 
in  church  work  over  the  years  can  attest  that  there  has  been  a  his- 


tory  of  relationship  between  HUD  and  African-American  churches 
and  African-American  communities  that  has  continued  under  the 
leadership  of  Secretary  Cisneros  and  the  most  able  persons  that  he 
has  working  for  him. 

Mr.  Williams,  you  are  recognized  for  as  much  time  as  it  will 
take.  You  may  summarize  if  you  wish,  and  then  we  will  be  pre- 
pared to  ask  questions. 

STATEMENT  OF  KENNETH  WILLIAMS,  DEPUTY  ASSISTANT 
SECRETARY  OF  GRANT  PROGRAMS,  DEPARTMENT  OF  HOUS- 
ING AND  URBAN  DEVELOPMENT 

Mr.  Williams.  Thank  you,  Mr.  Chairman.  Let  me  first  start  off 
by  saying  good  morning  to  you,  Mr.  Chairman,  and  to  Representa- 
tive Wynn.  I  am  very  pleased  to  be  here  representing  the  De- 
partment this  morning.  I  am  also  equally  pleased  to  be  here  sitting 
next  to  Secretary  Espy,  and  we  do  bring  to  you  a  message  of  hope 
and  a  message  of  doing.  We  have  a  can-do  attitude  in  this 
administration. 

Secretary  Cisneros,  as  well  as  Assistant  Secretary  Cuomo  wanted 
me  to  personally  thank  you  and  this  subcommittee  for  your  sincere 
interest  in  this  matter  and  applaud  you  for  keeping  your  diligence 
toward  this  worthwhile  public  agenda.  Also,  I  would  like  to  just 
take  a  second  to  say  not  only  to  Secretary  Cuomo  and — ^Assistant 
Secretary  Cuomo  rather,  thank  you,  but  I  see  to  my  left  one  of  my 
very  good  friends  and  a  mentor  of  mine,  our  now  former  Deputy 
Secretary  of  HUD,  Terry  Duvernay,  and  I  know  he  also  has  been 
very  diligent  in  helping  us  to  work  very  closely  with  the  churches. 

As  I  prepared  my  comments,  sir,  I  would  like  to  enter  them  for 
the  record  and  I  am  just  going  to  basically  abbreviate  them. 

Chairman  Flake.  We  will  do  so  with  unanimous  consent. 

Mr.  Williams.  Thank  you.  There  are  three  things  that  I — in  put- 
ting the  comments  together  that  I  reflected  upon  that  I  thought 
would  be  most  worthy  to  bring  very  clearly  as  I  could  to  the  atten- 
tion of  this  subcommittee  as  well  as  all  those  present.  And  I  think 
the  foremost  thing  that  I  want  to  speak  quickly  about  is  the  atti- 
tude and  the  philosophy  of  HUD  toward  the  involvement  of  the 
American — African-American  churches,  as  well  as  any  other  insti- 
tutions that  are  out  there  in  the  public  that  have  a  willingness  to 
address  the  needs  of  the  communities  that  we  have  today. 

Our  attitude  in  HUD  has  been  described,  and  I  am  sure  you  have 
seen  it  in  the  literature,  and  I  am  sure  you  have  seen  it  across  the 
cross-cutting  of  all  the  Federal  agencies  as  one  of  being  holistic.  It 
looks  at  the  critical  needs  of  the  whole  individual  and  the  commu- 
nity. Our  attitude  and  our  philosophy  has  been  one  of  sustaining 
those  things  that  are  already  in  existence  and  finding  ways  to 
make  them  multiply.  In  this  case,  our  efforts  are  to  help  the 
Afi'ican- Americans  in  this  Nation  sustain  those  advancements  that 
we  have  obtained,  but  more  so,  to  multiply  those  advancements. 

Our  attitude  embodies  the  American  value  of  choice  and  oppor- 
tunity. Our  attitude  fosters  a  sense  of  hope,  as  well  as  love.  You 
know,  most  people  don't  want  to  talk  about  that  today,  but  when 
you  look  at  the  HUD  that  we  have  today,  it  does  speak  about  love 
for  its  fellow  man,  and  I  think  this  is  the  thing  that  will  strengthen 
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and   bind    our   efforts,   to   work   very   closely   with    the   African- 
American  church  in  gaining  economic  development. 

Our  attitude  supports  churches  in  their  efforts  to  put  people  first. 
In  HUD,  it  is  our  mission,  we  put  people  first.  The  history  of 
church  is  that  people  have  always  been  first,  so,  again,  we  share 
that  bond.  We  advocate  a  comprehensive  approach  which  creates  a 
new  environment  by  which  local  community -based  institutions  such 
as  the  African-American  church  can  participate  in  Federal 
programs. 

We  have,  as  I  said,  as  I  opened  up  with,  a  can-do  attitude  in 
HUD  Programs  which  foster  economic  development  within  the  con- 
text of  a  whole  community.  You  see  that  the  philosophy  is  most  im- 
portant for  any  Federal  agency  in  order  for  tnose  who  want  to  par- 
ticipate to  have  an  opportunity. 

And  that  leads  me  to  my  next  thing,  sir,  and  that  is  to  talk  about 
accessibility.  Not  only  do  we  have  the  attitude  and  the  philosophy 
that  would  allow  the  African-American  church  to  participate,  but 
we  also  have  made  our  programs  more  accessible  so  that  the 
African-American  church  can  participate. 

Under  the  Clinton  administration,  the  African-American  church 
has  a  far  superior  opportunity  as  evidenced,  sir,  by  our  collective 
representations  here — Secretary  Espy's,  as  well  as  mine  for  Sec- 
retary Cisneros — that  across  the  board  we  are  trying  to  make  Fed- 
eral programs  more  accessible  to  carry  out  economic  development 
strategies  in  this  environment. 

The  record  does  speak  very  clearly,  sir,  that  in  the  last  15  years, 
that  has  not  been  the  case.  This  administration  is  going  to  make 
it  the  case.  So  not  only  would  we  have  a  philosophy  that  is  a  can- 
do,  we  have  a  desire  for  accessibility,  but  we  also  have  an  encour- 
agement of  what  we  call  the  public-private  partnerships. 

In  the  case  of  HUD  Programs,  it  is  basically  formulated  on  a  bot- 
toms-up  approach  that  comprehensively  links  the  engines  of  eco- 
nomic development  to  the  physical  and  the  human  needs  of  a 
unique  community.  We  are  also  beginning,  in  1995,  to  make  it  a 
requirement  that  in  order  to  access  HUD  resources,  we  are  going 
more  toward  a  community  partnership  strategy  approach  where  we 
are  having  communities  look  at  themselves  in  a  very  holistic, 
broader  context,  and  look  at  the  resources  that  HUD  has  to  address 
their  needs  in  order  to  participate  in  HUD  Programs.  And  therein, 
sir,  is  a  definite  role  for  the  African-American  church. 

We  have  new  initiatives  that  are  before  Congress  right  now  that 
will  open  up  new  programs  in  addition  to  our  traditional  programs 
such  as  the  Block  Grant  Program  and  the  HOME  Program  that 
would  be  the  greater  accessibility  to  the  African-American  church. 

In  conclusion,  sir,  HUD  is  very  serious  about  its  maintenance  of 
its  philosophy  concerning  access  to  its  resources.  To  me,  this  is  a 
wonderful  message  that  all  of  the  African-American,  as  well  as  any 
other  churches,  should  hear  very  clearly.  We  are  in  the  process  of 
improving  our  technical  assistance  to  nonprofit  groups,  to  churches, 
so  that  they  will  be  able  to  access  those  resources  in  a  timely 
manner. 

We  have  provided  today  as  part  of  our  information,  packages  of 
all,  basically  a  lot  of  what  we  call  community  planning  develop- 
ment programs,  because,  without  information,  accessibility  cannot 
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happen,  so  we  have  provided  that  so  that  people  will  know  about 
the  programs  and  be  able  to  follow  up  on  them. 

Secretary  Cisneros  has  gone  on  to  create  an  office  that  relates  to 
the  Nation's  churches  within  HUD,  and  that  office  is  being  staffed 
presently  by  Ms,  Anna  Towns,  who  is  with  us  this  morning  and  is 
available  for  questions  that  may  arise  that  you  may  have  about 
that. 

In  addition,  as  I  said,  we  have  new  initiatives  and  new  programs 
that  are  before  Congress  right  now  that  we  believe  would  give 
greater  accessibility  and  more  diversification  to  the  efforts  of  the 
African-American  church,  enhancing  community  and  economic 
development. 

One  of  those  programs  is  called  the  Community  Viability  Pro- 
gram, and  I  would  like  everyone  to  become  very  aware  of  that  pro- 
gram because  it  will,  if  it  is  funded,  provide  resources  as  well  as 
a  new  means  of  accessibility. 

In  the  audience  with  me  is  one  of  my  friends  and  Deputy  Assist- 
ant Secretaries,  Thelma  Moore — if  I  may  ask  Thelma  to  stand— 
who  is  going  to  be  responsible  for  that  program.  And  again,  it  is 
a  key  tool  for  what  we  are  trying  to  do  in  HUD  to  bring  that  acces- 
sibility. Partnerships,  accessibility,  and  then  philosophy  are  what 
I  believe  will  make  our  engagements  with  the  African-American 
church  very  successful. 

And  in  conclusion,  I  think  the  most — one  of  the  other  most  im- 
portant things  we  can  talk  about  in  that  role  of  the  African- 
American  church  in  economic  development  is  HUD's  efforts  to  in- 
volve for  the  first  time  its  field  offices  in  those  communities  where 
you  are  from,  to  become  more  engaging  with  you,  to  understand 
our  tools,  to  work  with  you  with  our  tools  in  order  to  achieve  those 
things  you  would  like  to  have  in  your  community  in  economic 
development. 

With  that,  sir,  I  will  conclude. 

[The  prepared  statement  of  Mr.  Williams  can  be  found  in  the 
appendix.] 

Chairman  Flake.  Thank  you  very  much,  Mr.  Williams,  and  you 
mention  Anna  Towns,  and  she  is — I  want  to  thank  Secretary 
Cisneros  for  not  only  putting  a  black  church  component  into  HUD, 
but  also  selecting  someone  who  understands  the  black  church.  She 
is  the  daughter  of  Bishop  Forbes,  the  sister  of  Rev,  Jim  Forbes  at 
Riverside  Church,  the  sister-in-law  of  Congressman  Ed  Towns,  so 
she  has  got  religion  in  her  blood.  She  is  standing  up  now  letting 
somebody  in,  but  this  is  Anna  Towns,  and  I  am  happy  to  know  that 
there  is  someone  who  sits  at  the  desk  that  we  can  have  and  under- 
stand— ^kindred  spirits  and  a  kind  of  language  understanding,  and 
I  am  glad  about  that. 

Secretary  Espy,  you  and  I  had  some  discussion  several  weeks  ago 
in  relationship  to  a  primary  concern  of  mine,  and  I  wonder  if  this 
is  an  area  where  the  African-American  church  might  be  involved, 
particularly  in  the  rural  areas  where  there  is  a  percentage  of 
African-American  people  who  do  not  yet  have  running  water,  do 
not  have  the  kind  of  ability  to  provide  for  themselves  within  their 
homes,  what  I  think  every  American  ought  to  be  guaranteed. 

I  have  heard  your  speeches.  I  know  you  have  a  great  deal  of  con- 
cern about  this  as  well,  and  we  will  continue  our  discussion  to  see 
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how  we  might  legislatively  deal  with  it,  but  given  that  churches  in 
those  communities,  given  that  they  can  identify  persons  who  have 
this  need,  is  it  possible  that  you  can  assist  us  in  defining  a  role  for 
the  church?  Is  it  possible  that  we  could  structure  a  program  that 
will  provide,  for  instance,  direct  grants  so  that  churches  can  assist 
some  of  their  members  or  some  of  the  persons  who  live  in  their 
communities  through  the  development  of  nonprofit  corporations 
that  are  extensions  of  the  church? 

Secretary  Espy.  Yes,  sir.  It  is  a  tragedy  to  me  to  believe  that  5V2 
years  from  the  advent  of  a  new  century  we  have  commimities 
throughout  our  Nation,  both  in  rural  and  urban  communities,  liv- 
ing in  conditions  tantamount  to  Third  World  countries  such  as 
Cuba  and  Costa  Rica;  communities  without  running  water,  commu- 
nities without  potable,  fi"esh,  indoor,  hot-cold  plumbing  to  provide 
running  water.  So  we  think  that  we  have  an  obligation  to  address 
this  matter. 

We  have  been  doing  a  number  of  things  to  improve  the  infra- 
structure of  mostly  rural  communities  because  that  is  our  primary 
jurisdiction.  Through  the  Farmers  Home  Administration  and  the 
Rural  Development  Administration,  we  have  made  an  assessment 
of  the  extent  of  water  and  sewer  related  needs.  We  have  a  tremen- 
dous problem  when  we  have  hundreds  or  perhaps  thousands  of 
commimities  without  such  a  running  water  facility 

In  fact,  it  will  take  about  $26  billion,  we  think,  to  fully  cover  the 
running  water  needs  of  these  communities.  So  that  is  why  we  had 
a  national  water  conference  about  a  month  ago. 

We  brought  together  experts  from  all  over  the  country,  experts 
from  community  organizations,  experts  from  sister  Federal  agen- 
cies, even  experts  fi*om  the  agencies  like  the  Army  Corps  of 
Engineers. 

We  have  invited  people  from  Wall  Street  to  come  in  and  tell  us 
how  to  leverage  out  limited  funds.  To  spread  this  funding  as  far  as 
we  can;  and  we  will  soon  have  a  strategic  plan,  Mr.  Chairman, 
which  will  involve  participation  by  community  agencies. 

Under  the  new  plan  water  associations  will  be  able  to  apply  to 
the  Rural  Development  Administration  or  RDA  for  grant  and  loan 
funds  to  build  water  systems  to  provide  water  to  their  com- 
munities. 

I  would  invite  participation  by  African -American  churches  in 
projects  like  that. 

Chairman  Flake.  You  have  my  full  support  as  a  person  who 
spent  the  first  7  years  of  my  life  going  to  an  outdoor  toilet  and 
walking  through  tne  woods  and  hoping  no  snakes  would  be  there 
and  then  getting  to  the  outdoor  toilet  and  looking  around  to  make 
sure  no  lizards  or  snakes  or  anything  was  in  it.  I  would  hate  to 
think  that  kids  in  1994  have  to  live  under  that  kind  of  burden,  and 
then,  of  course,  taking  the  pot  out  in  the  morning  and  all  of  that. 
But  I  have  seen  it.  I  see  it  now  as  I  travel  throughout  the  South 
particularly  and,  of  course,  it  is  even  more  dismaying  to  know  that 
in  some  urban  communities  that  is  still  a  problem. 

Many  of  the  programs  that  you  have,  and  other  programs,  the 
feeding  programs,  those  are  not  rural  or  urban.  They  are  all  over 
the  country. 

Secretary  Espy.  Yes. 
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Chairman  Flake.  Are  there  private,  are  there  nonprofit  entities 
that  have  access  to  and  accessibihty  to  directly  apply  for  loans  so 
that  they  can  be  providers,  service  providers  as  it  relates  to  WIC 
nutritional  programs? 

For  those  who  don't  know,  WIC,  we  use  acronyms  in  Washington 
so  much,  we  forget  when  people  come,  WIC  stands  for  the  special 
supplemental  Food  Program  for  Women  and  Infant  Care.  It  is  a  nu- 
trition program.  Are  there  possibilities  for  churches  who  develop 
nonprofit  entities  to  be  able  to  access  WIC  and  any  other  programs 
you  might  define  for  us? 

Secretary  Espy.  Yes,  sir.  We  have  the  obligation  under  the  food 
and  nutrition  jurisdiction  of  our  agency  to  oversee,  to  run  the  Food 
Stamp  Program.  That  is  a  huge,  huge  program.  In  fact,  Mr.  Chair- 
man, of  that  $62  billion  budget,  which  we  have,  about  30  percent 
of  it — excuse  me,  about  53  percent  of  it,  53  percent  of  that  money 
goes  to  several  food  and  nutrition-type  programs,  and  the  Food 
Stamp  Program  is,  of  course,  the  major  one,  the  granddaddy  among 
them  all. 

In  addition  to  food  stamps,  we  have  the  WIC  Program,  which  you 
mentioned,  which  provides  nutritional  assistance  to  mothers  and 
young  babies,  we  have  the  National  School  Lunch  Program  where 
we  provide  25  million  children  every  day  with,  hopefully,  a  healthy 
and  nutritious  lunch,  and  we  have  the  School  Breakfast  Program. 
WIC  is  usually  run  by  the  health  department,  a  county  health  de- 
partment at  the  local  level.  We  reach  out  to  community  organiza- 
tions, including  nonprofit  groups  in  the  development  of  food  dis- 
tribution programs  such  as  the  Emergency  Food  Assistance  Pro- 
gram and  the  Soup  Kitchens  and  Food  Banks  Programs,  so  that 
ability  is  present.  They  are  able  to  participate  and  we  encourage 
their  participation. 

Chairman  Flake.  The  summer  feeding  programs,  are  those 
under  the  Department  of  Agriculture  as  well? 

Secretary  Espy.  The  Summer  Food  Program  is  also  under  the 
Department  of  Agriculture.  In  fact,  this  summer,  we  were  able  to 
lease  buses  from  the  public  schools  to  go  out  into  the  urban  com- 
mimities  in  New  York  and  other  urban  centers  providing  hot 
lunches  at  noontime  for  children  in  the  community. 

Chairman  Flake.  And  are  those  programs  at  nonprofit  church- 
based  corporations  that  access  in  terms  of  creating  the  means  of 
being  the  basic  providers  for 

Secretary  Espy.  Yes. 

Chairman  Flake.  Are  those  direct  grants  or  do  they  have  to  go 
through  municipalities? 

Secretary  Espy.  In  most  States  the  programs  are  administered 
by  the  same  agency  that  administers  school  lunch  programs,  the 
State  education  agency.  So,  municipalities  probably  are  not 
involved. 

Chairman  Flake.  Mr.  Williams,  just  one  question.  Then  I  will 
turn  it  over  to  Congressman  Wynn.  HUD  has  a  number  of  pro- 
grams that  are  direct  grants  and  a  number  of  programs  that  are 
more  directly  tied  to  municipalities.  The  historical  CDBG  Program, 
which  in  many  instances  is  used  to  do  what  I  had  presumed  over 
the  years  it  was  intended  to  do  and,  of  course,  we  both  know  that 
in  many  instances,  CDBG  wound  up  rebuilding  downtown  Cleve- 
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land  and  Detroit  and  other  places.  Not  to  knock  those  cities,  but 
in  reality  that  is  what  it  did. 

It  never  reached  the  communities  for  which  CDBG  monies  were 
intended.  I  see  a  shifting  in  terms  of  the  Secretary's  approach  now 
to  try  to  find  more  vehicles  to  get  those  monies  into  the  commu- 
nities, but  in  places  like  New  York,  CDBG  money  only  serves  to 
bridge  the  budget  gap  in  terms  of  its  Housing  Program.  Is  there, 
in  the  future  of  HUD,  how  is  the  Secretary  moving  in  terms  of  find- 
ing a  CDBG-like  program  or  other  similar  program  which  church, 
nonprofit-based  corporations  might  be  able  to  have  direct  access  to 
where  they  do  not  have  to  go  through  the  municipal  stream  which 
is — which  gets  very  political,  but  could  apply  directly  to  HUD  from 
202  on  down?  If  you  could  list  some  of  those  for  us,  I  would  appre- 
ciate it. 

Mr.  Williams.  I  think  the  best  way  to  answer  that  question  right 
now  is  that  some  of  the  newer  initiatives  that  we  have  in  our  cur- 
rent Housing  bill  will  provide  a  means  of  accessing  directly  HUD 
resources,  and  again,  I  think  one  of  the  most  predominant  ones 
that  we  have  is  the  Community  Viability  Fund.  If  that  program  is 
authorized,  as  well  as  appropriations  given  to  it,  it  would  be  a 
means  by  which  nonprofit  organizations  would  have  a  direct  con- 
duit to  HUD  for  funding  of  projects  and  activities  that  would  be  en- 
hancing the  things  they  want  to  do  on  their  local  levels.  But  I  think 
even  much  more  greater  than  talking  about  new  programs  is  shar- 
ing with  you  what  we  are  trying  to  do  with  our  current  programs 
to  open  up  that  accessibility. 

As  you  said,  when  you  look  at  the  Block  Grant  Program  and  the 
HOME  Program,  just  those  two  programs  alone  in  our  Department 
are  at  least  $5  to  $6  billion.  Unfortunately,  for  me,  I  can't  address 
the  public  housing  programs  or  the  housing  programs  which  also 
align  themselves  with  FHA.  There  are  numerous  resources  that  we 
have  in  HUD,  but  I,  personally,  believe  it  has  been  accessibility. 
Coming  out  of  local  government,  just  now  coming  into  this  adminis- 
tration, one  of  the  problems  I  had  was  finding  those  resources  to 
be  able  to  direct  nonprofits  and  churches,  and  so  forth,  to  beginning 
in  1995.  As  in  my  hearing  text,  we  are  going  to  be  initiating  a  new 
process  by  which  groups  and  anyone  must  go  through  to  access 
HUD's  resources,  and  that  is  called  the  consolidated  planning,  em- 
phasis being  that  those  resources  that  we  already  have  have  man- 
dates that  you  should  be  addressing  the  needs  of  your  commu- 
nities, the  low  and  moderate,  the  urban  in  the  blighting  conditions, 
the  affordable  housing  needs,  the  infrastructure  needs,  and  you  are 
going  to  have  to  come  through  in  a  window  of  local  planning  at 
that  bottom  level  where  the  first  word  is  inclusiveness. 

You  are  going  to  have  to  demonstrate  to  us  that  you  are  includ- 
ing the  African-American  church,  the  nonprofit  group,  this  group, 
or  that  group  in  order  to  access  those  funds,  so  I  believe  that  more 
awareness  of  the  programs,  more  emphasis  on  our  part  about  that 
accessibility  would  be  able  to  allow  the  African-American  church  to 
access  those  resources  that  already  currently  exist. 

Chairman  Flake.  And  does  the  material  that  you  have  placed 
here  give  detail  and  definition  to  all  of  the  programs  and  how  one 
might  apply  for  them? 
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Mr.  Williams.  Yes.  I  have  included  our  programs  as  well  as  we 
have  there  also  a  listing  of  all  of  our  HUD  field  offices  so  that  as 
individuals  leave  and  go  back  to  their  communities,  they  should 
take  this  information,  make  their  appointments  with  the  local 
HUD  field  office  and  sit  down  to  talk  with  us  about  how  do  those 
programs  work  for  your  particular  circumstance,  your  particular 
need. 

Chairman  Flake.  Thank  you  very  much. 

Mr.  Wynn. 

Mr.  Wynn.  Thank  you,  Mr.  Chairman.  Mr.  Secretary,  let  me  first 
thank  you  for  your  testimony.  I  found  it  quite  enlightening.  My  dis- 
trict is  somewhat  different.  It  is  neither  rural  nor  urban,  it  is  sub- 
urban, and  so  I  wanted  to  ask  a  couple  of  questions  that  would 
clarify  your  agency's  role  vis-a-vis  my  community. 

First,  with  respect  to  senior  and  youth  food  programs,  could 
those  programs  be  accessed  by  church  schools?  There  is  a  trend  in 
my  community  I  am  very  pleased  with,  and  that  is  the  creation  of 
black  church  schools  as  well  as  black  church  senior  housing  facili- 
ties, and  I  am  wondering  if  those  programs  can  be  accessed  by  the 
church  and  if  so,  how? 

Secretary  Espy.  I  think  so.  In  fact,  I  know  that  a  not  for  profit 
denominational  school  can  participate  as  long  as  they  are  accred- 
ited by  their  State,  Congressman  Wynn.  I  didn't  get  the  first  part 
of  the  question.  The  church  food — ^you  said  food  programs. 

Mr.  Wynn.  I  said  food  programs  like  you  talked  about  the  pro- 
grams in  schools  where  you  feed,  I  guess.  Chapter  I  eligible  stu- 
dents. Obviously,  in  the  public  school  setting,  you  offer  Summer 
Lunch  Programs,  again,  a  somewhat  public  facility  setting.  I  am 
wondering  if  churches,  black  churches  having  similar  programs, 
could  they  access  those  nutrition  programs?  Sorry.  I  call  them  food 
programs.  Nutrition  programs. 

Secretary  Espy.  I  understand.  I  am  certain  the  authorized  public 
schools  usually  can,  too.  But  that  is  something  you  may  have  to 
check  with  your  State  education  agency,  because  they  define 
schools  for  their  States. 

Mr.  Wynn.  And  the  other  option,  I  guess,  would  be  the  creation 
of  a  nonprofit  entity  under  the  auspices  of  the  church  so  that  it 
would  not  be  a  direct  church  activity. 

Secretary  Espy.  I  am  certain  that  that  can  be  done. 

Mr.  Wynn.  Second  quick  question,  Mr.  Secretary.  You  mentioned 
a  couple  of  very  intriguing  programs,  one  involving  catfish  farms 
and  the  other  involving  manufacturing,  I  believe  a  furniture  manu- 
facturing firm  that  operated  out  of  a  church.  What  program — what 
is  the  name  of  the  program  that  one  applies  for  these  type  funds 
or  how  does  one  get  to  these  type  funds? 

Secretary  Espy.  Under  our  rural  development  administration  we 
have  a  number  of  programs  that  might  fit.  One  is  Business  and  In- 
dustry Program,  the  regular  B  and  I  Program,  where  you  would 
apply  to  the  Rural  Development  Administration.  You  would  submit 
a  proposal  and  if  it  is  a  viable  proposal,  the  probability  of  funding 
is  very  great.  And  the  other  is  the  Intermediary  Relending 
Program. 

That  is  a  program  where  we  can  loan  up  to  $4  million  at  1  per- 
cent interest  to  be  repaid  over  30  years.  And  nonprofit  organiza- 
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tions  could  then  relend  those  dollars  up  to  $150,000  per  recipient 
and  then  earn  capital  for  future  needs. 

It  is  a  revolving  loan  program  that  inures  to  the  benefit  of  the 
nonprofit  group.  They  are  receiving  the  loan  from  us  at  1  percent 
interest  for  30  years  and  they  can  in  turn  relend  it  to  deserving 
recipients  up  to  $150,000  per  loan. 

Chairman  Flake,  Would  you  yield  to  me  for  a  second? 

Mr.  Wynn.  Certainly. 

Chairman  Flake.  Are  those  loan  monies  for  specific  things  as 
long  as  it  is  in  a  development  area? 

Secretary  Espy.  The  nonprofit  organization  applies  to  the  Rural 
Development  Administration,  or  the  USDA  for  participation  in  the 
Intermediary  Relending  Program.  Then  we  can  loan  up  to  $4  mil- 
lion. That  is  the  cap  insofar  as  our  base  is  concerned.  Our  only  con- 
sideration is  to  be  able  to  receive  or  return  on  our  loan  at  1  percent 
interest  over  30  years.  That  is  the  interest  of  the  RDA. 

The  nonprofit  organization,  which  has,  in  turn,  received  the  loan 
from  us  can,  in  turn,  relend  it  to  deserving  projects.  It  is  up  to 
them  to  determine  the  viability  of  that  particular  project,  as  long 
as  no  loan  is  above  $150,000. 

Chairman  Flake.  Thank  you,  I  yield  back. 

Mr.  Wynn.  Thank  you,  Mr.  Chairman.  Mr.  Secretary,  thank  you. 
That  is  very  helpful,  I  think,  in  terms  of  the  kind  of  microlending 
that  has  sometimes  eluded  the  minority  community.  If  I  could  ask 
Mr.  Williams  one  quick  question. 

In  our  testimony  yesterday,  one  of  the  ministers  pointed  out  that 
although  HUD  offers  a  variety  of  programs  particularly  oriented  to- 
ward housing  construction,  and  things  like  that,  that  it  seems  that 
the  only  people  who  get  these  grants  are  those  who  are  what  we 
call,  in  the  loop.  And  that  new  entities,  new  nonprofits,  black 
churches,  have  not  been  very  successful,  in  quote,  "getting  into  the 
loop." 

And  I  guess  my  question  to  you  would  be,  how  can  the  new  enti- 
ties that  we  are  here  to  encourage  actually  get  in  and  successfully 
compete?  Are  there  counseling  programs  to  show  people  where 
their  grant  applications  have  fallen  short  or  what  mechanisms 
exist  so  that  we  can  expand  the  opportunities  under  some  of  the 
HUD  programs? 

Mr.  Williams.  I  think  the  most  valuable  information  I  could  give 
you  to  address  that  is  going  back  to  what  I  have  stated  earlier.  One 
of  the  things  that  we  are  doing  that  when  I  was  in  local  govern- 
ment, I  wish  had  happened  then,  was  that  we  didn't  have  acces- 
sibility to  our  HUD  field  offices.  And  I  still  believe  that  without  ac- 
cessibility, you  don't  know  the  information.  You  don't  know  what 
to  ask,  how  to  ask  it,  which  parts  are  being  developed,  what  new 
programs  are  coming  on  line. 

So  I  think  the  most  important  thing  that  you  and  others  need  to 
really  know  about  is  that  accessibility  is  there.  On  top  of  that,  then 
you  look  at  the  programs.  As  we  talk  about  the  needs  and  who's 
in  and  who's  out,  again,  the  majority  of  our  dollars  still  go  out 
through  formula  to  local  governments  and  State  governments,  and 
so  forth.  That  process  has  been  that  way  for  20  years  and  it  will 
continue  that  way  as  long  as  Congress  sees  the  viability  of  the  pro- 
gram. But  what  we  are  trying  to  do  at  HUD  is  to  make  that  play- 
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ing  field  more  practical,  to  let  local  governments  or  let  State  gov- 
ernments first  be  aware  that  there  is  a  requirement  of  inclusive- 
ness  of  these  individuals  and  groups  into  your  citizens  participation 
process. 

Many  times,  new  groups  are  out  of  the  loop  because  they  just 
don't  know.  They  didn't  know  that  there  was  a  meeting.  They 
didn't  know  that  there  was  an  application  process.  They  thought 
that  HUD  says  this  or  HUD  says  that. 

The  first  thing  they  need  to  know  is  when  we  give  those  re- 
sources to  local  and  State  governments  they  are  allowed  to  set  the 
process,  the  rules  about  how  they  are  going  to  allocate  those  mon- 
ies. That  is  the  most  important. 

Second,  as  I  said,  again,  is  the — once  you  know  that,  then  it  is 
just  basically  learning  about  the  programs.  Our  offices,  the  central 
offices  here,  have,  as  I  said,  that  open-door  policy  of  being  able  to 
and  wanting  to  sit  down  with  groups.  The  church  groups  can  now 
invite  our  staff  groups  out  to  their  sites  and  tell  us  first  about  how 
the  programs  work  so  then  we  know  how  to  access  them  at  that 
conduit,  be  it  the  local  government  or  the  State  government. 

One  of  the  things  that  Secretary  Espy  said  earlier  in  his  com- 
ments that  I  didn't  want  to  lose  the  opportunity  to  echo  is  that  as 
we  look  at  limited  resources  and  we  find  sharing,  one  of — Mr. 
Flake  started  out  with  the  discussion  about  infrastructure  and 
water.  In  the  Block  Grant  Program  alone  is  an  eligibility  to  work 
in  that  area  of  infrastructure.  All  the  needs  that  we  have  in  this 
Nation  could  be  so  much  farther  addressed  as  we  start  to  do,  as 
we  are  doing  today,  share  that  information. 

I  work  closely  with  the  Secretary's  staff  on  some  projects  to  help 
align  our  Department  with  their  departments  on  those  issues 
where  every  State  in  America  receives  State  community  block 
grant  dollars.  There  are  over  900  and  something  cities  that  are  re- 
ceiving entitlement  block  grant  dollars. 

Just  think  what  would  happen  if  all  of  a  sudden  information 
about  how  these  programs  work,  could  get  into  the  hands  of  those 
who  could  come  to  those  meetings  and  intelligently  sit  across  the 
table  and  say  I  understand  what  these  programs  are  for  and  I  am 
here  to  help  you  direct  those  resources  in  our  community.  We 
would  come  a  long  ways  toward  making  that  next  5  years  a  reality 
for  water  and  sewer. 

Secretary  Espy.  Could  I  just  pick  up  on  one  thing,  Mr.  Chairman, 
that  was  in  my  formal  comments,  but  I  want  to  take  this  oppor- 
tunity to  highlight  it. 

That  is  that  we  are  about  to  begin  the  process  of  selection  for  the 
communities  selected  under  the  President's  enterprise  zone  and 
Enterprise  Community  Program.  These  applications  have  already 
been  received.  Secretary  Cisneros  and  I  have  been  designated  as — 
the  so-called  designating  Secretaries;  Secretary  Cisneros,  of  course, 
for  those  under  the  urban  phase  of  that  program,  and  I  am  privi- 
leged to  be  the  one  to  consider  applications  under  the  rural  phase 
of  the  program. 

Under  the  rural  phase  of  the  program,  we  received  many,  many 
great  applications  but,  unfortunately,  we  can  only  select  3  commu- 
nities for  the  enterprise  zone  and  30  for  the  enterprise  community. 
But  those  which  will  be  selected  for  the  enterprise  zone  will  be  eli- 
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gible  to  receive  $40  million;  $40  million  for  each  of  three  commu- 
nities under  the  EZ  component  and  about  $3  million  for  30  commu- 
nities under  the  EC  or  Enterprise  Community  Program. 

I  want  to  highlight  that  at  this  hearing  because  number  one,  it 
is  about  to  happen.  We  have  each  selected  screening  subcommit- 
tees, both  from  HUD  and  Agriculture,  and  these  persons  have  been 
meeting,  prioritizing  the  applications,  and  soon  they  will  be  making 
their  way  to  the  secretarial  level. 

And  second,  because  I  am  certain  that  churches,  in  particular 
African-American  churches,  have  participated  in  the  development 
of  many  of  these  proposals;  that  is  the  way  it  ought  to  be  done. 
Total  and  complete  inclusion  of  the  entire  community.  That  is  the 
participation  that  we  seek.  And  the  successful  participants,  hope- 
fully, will  have  programs  that  can  be  easily  replicated  into  other 
communities  of  similar  size. 

I  know  with  regard  to  the  rural  applications,  the  successful  appli- 
cation— and,  again,  I  don't  know  who  that  will  be  or  where  it  will 
be,  but  we  will  place  a  premium  on  the  ability  for  the  most  salient 
features  of  that  program  to  be  duplicated.  And  the  money  that  we 
have  for  this  is  separate  and  apart  from  the  other  budgets  under 
the  USDA. 

We  have  the  RDA,  we  have  the  Farmer's  Home,  we  have  the 
Intermediary  Lending  Program,  the  B&I  Program,  the  Grant  Loan 
Programs  separate  and  apart  from  any  of  the  EZ,  EC  funds.  I  want 
to  get  that  on  the  record. 

Many,  many  of  these  communities  will  not  be  selected,  but  it 
doesn't  mean  that  they  are  not  deserving.  And,  in  fact,  they  will 
be  able  to  access  funds  other  than  funds  appropriated  by  the  Con- 
gress for  EZ/EC. 

Chairman  Flake.  We  thank  you  for  that.  You  are  telling  me  that 
my  community  won't  be 

Secretary  Espy.  I  will  shift  that  to  Mr.  Cisneros.  Your  commu- 
nity is  certainly  over  50,000  people. 

Chairman  Flake.  Thank  you  very  much.  We  would  like  to  thank 
both  Secretary  Espy  and  Deputy  Assistant  Secretary  Williams  for 
coming  and  for  your  testimony.  And  we  are  going  to  allow  you — 
I  know  you  have  another  committee  that  you  are  trying  to  get  to, 
and  we  wish  you  well  as  you  finish  in  your  role  there  as  the 
Secretary. 

And  I  am  certain  that  the  persons  in  this  room  would  agree  with 
me  that  you  have  all  of  our  prayers  as  you  try  to  be  more  inclusive 
in  Agriculture,  and,  of  course,  HUD  has  demonstrated  its  commit- 
ment to  the  church,  and  we  thank  you  and  thank  Secretary 
Cisneros. 

Secretary  Espy.  We  are  making  changes  at  Agriculture,  and  as 
you  know,  change  is  difficult.  Sometimes  it  is  dangerous.  Thank 
you. 

Chairman  Flake.  Thank  you  very  much. 

We  would  like,  at  this  time,  to  present  the  Director  of  the  Office 
of  National  Drug  Control  Policy.  He  indicated  to  us  that  he  had  an- 
other committee.  One  problem  with  this  Congressional  Black  Cau- 
cus week  is  that  we  are  all  drawing  on  the  same  people  so  we  have 
to  cooperate  with  each  other  to  let  them  share  with  as  many  com- 
mittees as  possible. 
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I  think  all  of  us  would  agree  that  no  matter  how  much  commu- 
nity and  economic  development  we  do,  with  the  scourge  of  drugs 
continuing  to  decimate  the  possibility  of  those  businesses  being 
able  to  exist  and  function  and  to  be  able  to  have  proper  income  by 
virtue  of  the  fact  that  people  are  afraid  of  patronizing  them  or 
afraid  of  living  in  these  communities,  then  we  continue  to  have  a 
problem. 

And  so  we  invited  Director  Brown  to  be  with  us  this  morning,  I 
think  he  is  the  foremost  authority  as  it  relates  to  criminology  in 
the  country.  He  has  an  earned  doctorate  in  it.  He  has  served  as 
commissioner  of  three  of  the  largest  cities  in  this  country:  Atlanta, 
Greorgia;  Houston,  Texas,  my  hometown;  and  New  York,  which  is 
my  adopted  hometown. 

And  so  I  am  happy  to  welcome  you  this  morning.  His  son  is  a 
preacher,  a  pastor,  so  he  understands  some  of  the  problems  of  the 
church,  and  we  would  like  to  present  you.  You  may  summarize 
your  testimony.  Dr.  Brown,  and  then  we  will  ask  questions  and 
then  move  on  to  panel  2.  Thank  you. 

STATEMENT  OF  LEE  BROWN,  DIRECTOR,  OFFICE  OF 
NATIONAL  DRUG  CONTROL  POLICY 

Mr.  Brown.  Thank  you,  Mr.  Chairman.  I  will  be  brief  in  my  tes- 
timony, and  certainly  respond  to  your  questions. 

Let  me  start  by  thanking  you,  Mr.  Chairman,  and  Congressman 
Wynn  and  also  Congressman  Tucker  for  creating  this  opportunity 
to  address  the  Nation's  drug  control  policies  and  our  critical  need 
to  form  partnerships  in  our  communities  during  this  Congressional 
Black  Caucus  Braintrust  on  black  churches  forging  a  partnership 
to  empower  the  African-American  community. 

Let  me  also  apologize  for  my  delay.  I  am  sorry  to  have  missed 
the  earlier  speakers,  particularly  my  colleague,  but  as  you  know, 
I  was  participating  in  Congressman  Rangel's  Braintrust  on  Narcot- 
ics, which  is  occurring  at  the  same  time  this  is  occurring. 

As  I  look  at  the  American  agenda  today,  I  can  think  of  few  issues 
that  pose  a  greater  threat  to  our  future,  and  our  overall  sense  of 
security  and  well-being  than  drugs  and  the  crime  and  violence 
spawned  by  the  drug  culture. 

The  drug  problem  in  America  has  become  virtually  intractable. 
We  know  that  nearly  80  million  Americans  have  tried  illegal  drugs; 
and  chronic  hard-core  addicted  drug  use  in  particular  has  remained 
undiminished  for  the  past  several  years.  The  worst  news  is  that 
what  had  been  a  long-term  decline  in  illegal  drug  use  by  adoles- 
cents has  begun  to  level  off  and  indications  are  that  far  too  many 
of  our  youngsters  are  becoming  less  wary  of  the  dangers  of  experi- 
menting with  drugs. 

Perhaps  the  saddest  truth  about  today's  drug  problem  is  that,  in 
many  respects,  it  has  altered  the  way  we  live  our  lives.  From  the 
elderly  lady  who  is  fearful  of  leaving  her  home  to  walk  to  the 
comer  store,  to  the  many  schoolchildren  who  worry  if  it  is  safe  to 
go  to  the  playground,  fear  has  become  a  way  of  life  for  many 
Americans. 

With  each  day,  it  becomes  increasingly  more  clear  that  if  we  are 
to  take  back  our  streets,  take  back  our  neighborhoods  and  reduce 
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the  level  of  threat  to  our  Nation  as  a  whole,  we  have  to  confront 
the  drug  problem  head  on. 

Our  national  drug  control  strategy  addresses  the  issues  of  drugs, 
crime,  and  violence  directly.  In  particular,  the  strategy  takes  on  the 
critical  problem  of  hard-core  addicted  drug  use,  which  we  see  as 
the  heart  of  the  Nation's  drug  problem,  and  the  culprit  behind 
much  of  the  street  crime  that  plagues  our  neighborhoods,  our 
streets,  our  parks;  and  it  sounds  the  alarm  on  sending  a  strong  no- 
use  message  to  our  youth  about  the  dangers  of  drugs,  and  guns  and 
gangs. 

We  tell  our  communities  that  we  will  be  partners  with  them,  that 
the  Federal  Government  will  serve  as  a  partner,  empowering  them 
to  wage  their  fight  against  these  evils  in  their  own  neighborhood, 
in  their  own  way. 

We  know  that  partnerships  will  be  critical  to  the  ultimate  suc- 
cess of  our  drug  strategy.  That  is  why  it  is  vitally  important  that 
the  message  be  heard  today  and  heard  loud  and  clear,  the  message 
that  we  need,  and  must  have,  the  vital  institutions  of  our  society 
involved  in  addressing  the  drug  problem,  because  this  is  an  issue 
that  cannot  be  solved  by  government  alone. 

The  Clinton  administration  believes  very  strongly  that  if  our  ef- 
forts to  control  the  use  of  drugs  and  to  contain  the  spread  of  vio- 
lence are  to  work,  the  effort  must  involve  all  of  America's  commu- 
nities and  institutions.  This  includes,  in  particular,  America's  faith 
community,  its  religious  leaders  and  laity,  and  those  whose  prin- 
cipal concern  is  the  spiritual  life  of  our  Nation  and  people. 

The  faith  community  has  special  importance  in  the  carrying  out 
of  our  message.  Our  places  of  worship  are  everywhere  across  the 
country,  and  all  are  supported  by  men  and  women  who  actively 
contribute  to  the  spiritual  and  social  welfare  of  their  communities; 
and  this  is  especially  true  in  the  African -American  community 
where  the  church,  historically,  has  provided  critical  role  models, 
guidance,  leadership,  and  greatly  needed  opportunities  for  our 
people. 

In  my  many  meetings  with  America's  spiritual  leaders,  all  have 
expressed  the  deepest  concern  about  the  breadth  of  these  problems 
and  have  asked  what  they  can  do  to  reverse  them. 

The  church  has  a  paramount  role  to  play  in  delivering  moral  and 
spiritual  values  to  our  communities  and  in  providing  guidance  to 
America's  youth.  The  intervention  and  active  involvement  of  lead- 
ers and  members  alike  can  provide  a  positive  turning  point  for 
many  drug  users  who  want  to  find  a  new  way  to  live.  I  have  under- 
taken two  major  initiatives  in  working  with  the  faith  community. 

First,  we  provided  specific  recognition  to  the  establishment  of  the 
One  Church,  One  Addict  Program. 

One  Church,  One  Addict,  is  a  private,  community-based  initiative 
sponsored  by  Father  George  Clements  and  the  American  Alliance 
for  Rights  and  Responsibilities.  It  is  based  on  Father  Clements' 
earlier  One  Church,  One  Child  Program,  which  has  found  adoptive 
parents  for  over  40,000  children  in  need. 

Specifically,  the  program  seeks  to  identify  individual  faith  com- 
munities, churches,  synagogues,  temples,  mosques,  that  can  adopt 
one  recovering  addict  and  work  with  community  treatment  and  so- 
cial service  agencies  to  support  that  addict  through  the  recovery 
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process.  The  program  will  provide  training  and  technical  assistance 
to  participating  congregations. 

I  consider  Father  Clements'  idea  to  be  of  such  potential  signifi- 
cance that  I  decided  that  my  office  should  be  instrumental  in  the 
national  announcement  of  the  One  Church,  One  Addict  Program. 
This  took  place  at  the  White  House  on  February  22,  1994. 

I  am  pleased  to  say  that  One  Church,  One  Addict  has  since 
received  significant  support  from  the  Robert  Wood  Johnson 
Foundation. 

The  second  initiative  I  have  undertaken  is  to  seek  the  convening 
of  a  conference  of  the  leadership  of  all  of  America's  major  religious 
communities,  a  summit  of  national  faith  community  leaders, 
specifically  to  discuss  what  more  could  be  done  to  reverse  the  ter- 
rible devastation  that  drugs  and  violence  have  inflicted  on  our 
communities. 

In  May,  I  convened  a  meeting  of  faith  community  representatives 
to  obtain  their  views  on  the  projected  summit  and  to  lay  the 
groundwork  for  future  planning.  I  have  urged  faith  community 
leaders  to  meet  among  themselves  and  to  come  together  with  us  to 
develop  specific  ideas  for  a  summit  agenda.  It  is  my  intention  to 
make  such  a  summit  possible  in  1995.  I  am  very  pleased  with  the 
response  of  the  faith  community  to  this  idea. 

Ideally,  a  summit  should  make  it  possible  for  there  to  be  an  on- 
going institutionalized  relationship  between  the  faith  community 
and  the  Federal  Government  that  will  help  them,  and  help  us, 
more  directly,  and  effectively  address  the  drug  and  violence  issue. 
I  am  prepared  to  propose  an  active  partnership  between  the  Fed- 
eral Government  and  the  faith  community  to  make  this  happen. 

The  recent  passage  of  the  Crime  bill,  with  over  $6  billion  tar- 
geted for  crime  and  drug  treatment,  and  prevention  programs,  will 
provide  another  set  of  opportunities  to  forge  new  and  creative  part- 
nerships in  our  communities.  Much  of  this  money  is  directed  to 
State  and  local  projects  which  often  require  a  strong  base  in  the 
community  from  which  to  operate.  Active  neighborhood  congrega- 
tions, including  African-American  congregations,  can  play  a  crucial 
role  in  helping  new  programs  to  get  started. 

So  in  closing,  let  me  emphasize  how  much  we  look  forward  to 
working  with  members  of  the  religious  community.  The  involve- 
ment is  so  vital  a  part  of  our  society  that  it  will  go  a  long  way  to- 
ward helping  all  of  us  as  we  strive  to  make  our  communities  safe 
havens  in  which  to  live,  work,  play,  and  pray. 

Mr.  Chairman,  with  that,  I  will  end  my  remarks  and  certainly 
be  responsive  to  any  questions  that  you  may  have  or  Congressman 
Wynn  may  have. 

Chairman  Flake.  Thank  you  very  much.  Dr.  Brown.  Let  me  ask, 
I  realize  that  your  budget  has  been  cut  considerably,  which  raises 
some  questions  in  light  of  the  magnitude  of  the  drug  problem  over- 
all, but  my  specific  question  is:  Are  there  any  programs  within  your 
area  that  are  direct  grant  programs  that  church-based,  nonprofit 
entities  can  apply  directly  to? 

Mr.  Brown.  Mr.  Chairman,  my  office  is  a  policy  office.  My  re- 
sponsibility is  to  prepare,  on  behalf  of  the  President,  the  Congress, 
and,  indeed,  the  American  people,  a  national  strategy.  Our  drug 
control  budgets  in  some  50  different  agencies  of  the  Federal  Gov- 
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ernment.  A  great  deal  of  the  funding  for  community  initiatives 
would  be  in  health  and  human  services  and  so  funds  are  available. 

Under  the  Crime  bill,  which  as  I  indicated,  will  have  over  $6  bil- 
lion for  prevention  programs,  funds  will  be  made  available  for  com- 
munity groups.  We  saw  prevention  as  a  very  important  part  of  the 
Crime  bill,  and  I  am  delighted  that  that  is  in  the  Crime  bill  be- 
cause it  represents  the  first  time  in  the  history  of  our  country  that 
we  do  have  a  balanced  Crime  bill. 

And  indeed  the  Congressional  Black  Caucus  was  instrumental  in 
ensuring  that  the  prevention  monies  were  there.  So  monies  are 
available.  However,  my  agency  is  not  a  funding  agency;  it  is  a  pol- 
icy agency. 

Chairman  Flake.  However,  if  persons  who  are  interested  in  try- 
ing to  find  programs  that  speak  specifically  to  drug  problems  that 
they  may  be  able  to  assist  in  resolving,  given  that  most  of  these 
churches  are  in  the  communities  where  the  problems  exist,  does 
your  operation  have  a  clearinghouse?  Can  it  point  people  to  where 
there  might  be  funds  available? 

Mr.  Brown.  That  is  correct.  We  are  preparing  a  directory  of 
funding  at  the  Federal  level.  In  the  interim,  anyone  can  call  my  of- 
fice and  we  will  advise  them  what  funding  is  available  and  put 
them  in  touch  with  the  right  person  in  that  agency. 

Chairman  Flake.  OK  Thank  you. 

Mr.  Wynn. 

Mr.  Wynn.  Thank  you,  Mr.  Chairman. 

Mr.  Brown,  first  of  all,  I  was  very  impressed  with  your  testi- 
mony. I  had  one  question.  A  lot  of  churches  in  my  community  have 
started  individual  anti-drug  programs.  And  some  of  them  have  met 
with  frustration  because  they  are  just  not  familiar  with  what 
works,  what  has  really  been  successful.  And  what  I  am  interested 
in  is,  could  you  tell  us  or  share  with  us  where  in  other  parts  of  the 
country  there  have  been  successful  programs  and  what  is  the  na- 
ture of  these  programs,  what  has  actually  worked  from  a  rehabili- 
tation standpoint. 

Mr.  Brown.  Let  me  answer  that  by  sharing  my  personal  experi- 
ence. As  you  know,  I  served  as  public  safety  commissioner  of  At- 
lanta, Georgia.  There,  we  found  ourselves,  back  in  the  early  part 
of  the  1980's,  with  a  very  serious  crime  problem,  and  as  a  result, 
we  did  call  in  the  religious  community  and  we  formed  an  organiza- 
tion called  the  Atlanta  Religious  Mobilization  Against  Crime.  They 
work  with  not  just  the  police  department,  but  also  city  government. 
The  mayor  is  involved.  And  we  were  able  to  do  a  number  of  things 
in  terms  of  providing  workshops,  counseling,  training,  to  assist  in 
addressing  the  problem. 

From  there  I  moved  to  Houston,  Texas,  as  the  police  chief  there. 
And  recognizing  the  importance  of  the  religious  community,  I 
formed  a  group  called  Houston  Ministers  Against  Crime,  consisting 
initiallv  of  African-American  religious  leaders.  And  we  addressed 
not  only  the  crime  problem  there,  because  drugs  had  taken  hold, 
but  we  spent  a  lot  of  our  time  working  on  the  drug  problem. 

The  pastors  of  the  various  churches  there  would  hold  workshops 
in  their  churches.  They  would  hold  community  workshops  on  the 
weekends,  on  Saturdays.  We  even  went  to  the  point  of  holding  a 
convocation  at  the  convention  center  and  preparing  a  handbook  for 
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the  churches  and  their  lay  leadership  to  carry  on  a  year-round  pro- 
gram. That  worked  very  well. 

It  has  expanded  to  include  the  Hispanic  community,  and  they  are 
doing  essentially  the  same  thing  and  those  materials,  I  might  add, 
are  available,  including  the  workshop  material,  as  a  handbook  that 

we  put  out. 

When  I  went  to  New  York,  I  wanted  to  continue  the  same  effort, 
and  we  convened  the  religious  community  from  the  African- 
American  community  there  and  got  them  involved  also  in  doing  es- 
sentially the  same  thing;  working  counseling  services. 

We  knew  that  some  churches  did  not  have  the  same  resources  as 
others,  so  we  divided  the  community  into  areas  so  that  the  smaller 
churches  could  pool  their  resources  and  do  an  area  program. 
Things  such  as  making  sure  that  people — the  religious  leaders, 
themselves,  were  trained  in  the  problem  of  drug  abuse  so  they  un- 
derstood how  to  recognize  it  in  their  neighborhood. 

We  had  a  program  whereby  the  one  church  would  adopt  a  block 
next  to  the  church  and  then  do  that  which  was  necessary  to  correct 
the  problems  there.  And  then  move  on  to  the  next  block  and  the 
next  block,  and  if  you  could  imagine  what  goes  on  in  the  long  run, 
you  can  take  an  entire  neighborhood  and  bring  about  substantive 
changes  by  going  one  block  at  a  time. 

We  also  implemented  in  Houston  and  New  York  the  concept  of 
community  policing.  And  I  would  certainly  urge  the  religious  com- 
munity to  inquire  whether  their  jurisdiction,  their  city,  has  adopted 
the  concept  of  community  policing.  Because  we  are  going  to  be  put- 
ting 100,000  more  police  officers  on  the  streets  of  our  cities,  as  a 
20  percent  increase  in  the  number  of  police  officers  in  America 
today. 

But  from  our  perspective,  it  is  more  than  just  bodies  on  the 
streets.  We  want  to  provide  those  grants  to  jurisdictions  that  want 
to  either  start  or  expand  community  policing.  And  I  point  that  out 
because  community  policing,  by  definition,  is  a  partnership  with 
the  people  in  a  given  area.  That  includes  our  religious  leaders  and 
our  churches,  to  identify  the  problems  that  are  of  concern  to  the 
people,  to  work  together  to  determine  the  solutions  to  the  problems 
and  use  the  combined  resources  of  the  police  and  other  govern- 
mental agencies  as  well  as  the  private  sector,  to  solve  the 
problems. 

I  guess  if  I  could  think  of  one  mechanism  for  ensuring  that  there 
was  a  very  important  role  for  the  religious  community  was  to  en- 
sure that  the  community  had  community  policing  as  a  basic  way 
of  delivering  police  services.  Those  are  some  of  the  things  that  I 
have  experienced  in  my  career,  and  each  one  I  share  with  you  have 
been  veiy  effective. 

Mr.  Wynn.  Thank  you  very  much.  And  I  look  forward  to  follow- 
ing up  with  you  on  these  items. 

Chairman  Flake.  Thank  you  very  much.  Dr.  Brown.  And  also 
one  of  the  things  that  you  talk  about,  adopt  a  block,  I  would  say 
to  those  persons — and  you  have  been  to  my  community — that  not 
only  adopt  a  block,  but  try  to  educate  your  congregation  to  the  re- 
ality that  you  ought  to  buy  the  block. 

If  you  buy  the  block,  you  make  the  determination  of  what  kind 
of  people  do  business  in  it.  And  I  have  found,  and  Commissioner 
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Brown  will  attest,  as  my  church  started  buying  up  the  blocks,  we 
got  all  the  drug  dealers  out  because  we  didn't  rent  our  properties 
out  to  persons  who  were  going  to  do  business  that  was  deleterious 
to  the  quality  of  life  for  people  in  that  community. 

And  so  I  would  urge  you  pastors  who  are  here,  and  church 
laypersons,  buy  the  block.  Just  buy  it.  Own  it.  Take  charge  and 
control  of  it.  But  I  don't  want  to  preach  from  up  here  today. 

Thank  you  very  much,  doctor. 

Mr.  Brown.  I  should  have  pointed  to  you  as  probably  one  of  the 
best  models  in  this  country  of  how  you  deal  with  the  problems  of 
crime  and  drugs  and  violence  through  economic  empowerment  and 
as  you  said,  buying  the  block  and  doing  good  things  not  with  just 
a  block,  but  an  entirely  large  substantial  part  of  New  York.  And 
so  you  have  done  a  great  job  there  and  serve  as  a  model  for  others 
in  this  country. 

Chairman  Flake.  Thank  you.  I  didn't  mean  to  elicit  that,  but 
since  it  is  in  the  record,  I  appreciate  it.  Thank  you  very  much. 

We  would  like  now  to  move  on  to  our  second  panel.  And  as  they 
move,  we  would  like  to  call  to  the  witness  table  Mr.  Earl  Graves, 
St.,  Rev.  Daryl  Ward,  Dr.  Jawanza  Kunjufu,  and  Rev.  H.  Michael 
Lemmons. 

We  are  ready  to  begin.  Let  me  just  suggest  for  those  who  have 
not  seen  it,  there  is  a  new  book  by  Gregory  Reed,  "Economic 
Empowerment  Through  the  Church."  It  is  out.  It  is  a  book — he  is 
a  lawyer,  and  he  talks  about  how  to  organize,  how  to  incorporate, 
many  of  the  legal  issues  that  have  to  do  with  trying  to  put  together 
a  nonprofit  corporation.  So,  I  am  just  presenting  it  to  you. 

I  had  a  chance  to  read  the  manuscript,  and  so  I  know,  from  my 
own  experience,  having  gone  through  much  of  what  he  is  trying  to 
guide  you  through,  that  many  of  the  persons  who  are  looking  for 
guidelines,  this  book  might  represent  a  possibility  in  assisting  you 
in  that  order. 

We  would  like  to  present  the  second  panel.  Before  doing  so,  I 
would  like  to  present  my  colleague,  the  Honorable  Walter  Tucker 
from  California,  the  former  mayor  of  Compton,  California,  a  mem- 
ber of  this  body  this  term,  and  present  him  as  a  member  of  the 
Small  Business  Committee.  And  I  would  like  to  present  him  for  his 
opening  remarks  at  this  time. 

It  is  at  his  suggestion  that  he  came  to  me  and  asked,  as  chair- 
man of  the  Subcommittee  on  Oversight  and  Investigation  of  Bank- 
ing, that  I  would  convene  this  hearing.  And  I  think  that  what  we 
learned  vesterday  with  those  persons  who  came  to  participate  in 
the  Black  Braintrust  and  those  who  we  had  in  the  first  panel,  we 
would  all  agree  that  this  has  been  a  worthwhile  experience. 

So  I  present  the  Honorable  Walter  Tucker. 

STATEMENT  OF  HON.  WALTER  R.  TUCKER  HI,  A  REPRESENTA- 
TIVE IN  CONGRESS  FROM  THE  STATE  OF  CALIFORNIA 

Mr.  Tucker,  Thank  you,  Mr.  Chairman.  And  to  you,  ladies  and 
gentlemen,  good  morning.  It  is  certainly  a  pleasure  to  be  here  and 
particularly  in  the  Banking  Committee  hearing  room. 

Mr.  Chairman,  once  again,  I  just  want  to  give  my  kudos  to  you 
for  the  leadership  and  the  commitment  that  you  have  made.  Cer- 
tainly, you  are  a  man  of  your  word  when  we  talked  about  this  ear- 
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Her  and  you  indicated  that  you  would  take  on  this  issue  full-fledged 
and  your  staff  dispatched  with  all  due  haste  and  diligence  and  did 
all  the  things  to  make  this  a  reality. 

And  as  you  said,  I  could  not  agree  more  about  yesterday,  the 
kind  of  feedback  and  excitement  and  inspiration  we  got  yesterday 
on  hearing  the  panelists  and  the  discussion  that  took  place.  We 
had  to  cut  it  off  because  it  got  so  good. 

We  are  looking  forward  to  hearing  from  this  panel  and  I  am  sure 
we  have  one  more  panel  after  this.  I  believe  this  is  God-ordained 
and  this  is  the  right  time  and  place  for  this  particular  hearing. 
Thank  you  very  much  for  the  leadership. 

[The  prepared  statement  of  Mr.  Tucker  can  be  found  in  the 
appendix.] 

Chairman  Flake.  Thank  you  very  much,  Congressman  Tucker. 

It  is  my  pleasure  to  present  the  members  of  this  panel.  Mr.  Earl 
G.  Graves,  St.,  who  is  a  nationally  recognized  authority  on  black 
business  development.  He  is  the  president  and  chief  executive  offi- 
cer of  Earl  G.  Graves,  Ltd.,  parent  corporation  of  the  Earl  G. 
Graves  Publishing  Co.,  publisher  of  the  widely  read  Black  Enter- 
prise magazine. 

He  serves  as  chairman  and  CEO  of  Pepsi-Cola  of  Washington, 
DC,  the  largest  minority-controlled  Pepsi-Cola  franchise  in  the 
United  States.  The  $60  million  franchise  was  acquired  in  July  1990 
by  Mr.  Graves  and  basketball  great  Earvin  "Magic"  Johnson. 

Always  on  the  cutting  edge,  he  published  "The  New  Agenda  on 
the  Black  Church:  Economic  Development  for  Black  America,"  in 
the  April  1994  edition  of  Black  Enterprise.  And  I  thank  you  person- 
ally for  including  my  church  among  those  churches  that  you 
surveyed. 

His  article  demonstrated  the  commitment  to  the  black  church,  its 
interest  in  the  role  it  can  play  in  facilitating  economic  development 
of  African-American  people  and  of  their  community.  As  a  member 
of  the  Howard  University  board  of  trustees,  Mr.  Graves  also  serves 
on  the  board  of  directors  of  several  major  corporations  including 
Federated  Department  Stores,  Inc.,  the  Chrysler  Corp.,  and  Trans- 
Africa  Forum. 

Mr.  Graves  received  his  B.A.  degree  in  Economics  from  Morgan 
State  University  and  has  received  honorary  degrees  from  31  uni- 
versities, including  his  Alma  Mater.  Welcome,  Mr.  Graves. 

Next  to  him  is  Rev.  Michael  Lemmons.  He  is  the  executive  direc- 
tor of  the  Congress  of  National  Black  Churches,  Inc.,  a  voluntary 
nonprofit  religious  organization  designed  to  promote  Christian 
unity,  charity,  and  fellowship  among  member  denominations. 

He  earned  his  Master's  of  Divinity  degree  from  Interdenomina- 
tional Theological  Center,  and  his  juris  doctorate  from  Howard 
University  Law  School.  Reverend  Lemmons  has  a  unique  ability  to 
inspire  people  and  manage  programs,  competencies  evidenced  by 
his  pastorate  at  Seton  Memorial  AME  Church,  Latham,  Maryland, 
where  the  church  completed  a  half-million  dollar  building  project 
and  at  the  Mt.  Moriah  AME  Church  of  Annapolis  where  he  opened 
a  credit  union  and  established  a  citywide  after-school  tutorial 
program. 

I  commend  you  for  the  work  of  CNBC  and  the  models  that  they 
have  created  for  churches  throughout  this  country.  I  think  they  are 


26 

models  replicable,  even  for  churches  that  were  not  funded  in  the 
first  go-around.  And  I  commend  you  for  what  you  are  doing,  be- 
cause I  think  it  is  important  for  all  of  us. 

Next  to  him  is  Dr.  Daryl  Ward,  president  and  chief  operating  of- 
ficer, the  first  African -American  to  be  the  dean  of  a  predominantly 
white  seminary.  United  Theological  Seminary  in  Dayton,  Ohio. 
Sought  as  a  lecturer  and  preacher  at  churches  and  conventions.  Dr. 
Ward  is  also  pastor  of  the  800-member  Omega  Baptist  Church 
which,  under  his  leadership,  its  annual  budget  has  gone  from 
$30,000  to  over  $250,000  since  1988. 

And  I  must  say  that  a  few  weeks  ago  when  I  was  in  Dayton  and 
had  the  opportunity  to  visit  the  tremendous  facility  that  they  have 
recently  purchased  on  Salem  Avenue,  the  potential  for  that  church 
is  exceptional  and  we  commend  you  for  it. 

He  has  created  a  number  of  innovative  projects  including  the  Na- 
tional Black  Press  Conference,  and  Black  Impact,  a  weekly  call-in 
radio  talk  show  on  WROU  FM  radio.  He  received  his  B.A.  from  the 
College  of  Wooster,  a  J.D.  from  Georgetown  University  Law  Center, 
and  a  Master's  of  Divinity  from  Colgate  Rochester  Divinity  School. 

Most  importantly,  I  commend  United  Theological  Seminary,  and 
I  have  asked  him  to  share  as  a  part  of  this  experience  because  they 
have  created  innovative  programs  for  pastors  in  community  devel- 
opment. They  perhaps  are,  at  the  moment,  responsible  for  more 
young  African-American  doctor  of  ministry  persons  than  any  other 
institution  in  this  country  and  are  looking  for  areas  of  concern  in 
which  they  have  not  only  developed  programs,  but  will  continue  to 
develop  programs. 

The  person  next  to  him  is  one  who  has  received  a  degree  in  that 
program.  Dr.  Jawanza  Kunjufu.  Dr.  Kunjufu  says  that  his  name 
means  "dependable  and  cheerful,"  and  I  have  found  that  to  be  the 
experience  in  dealing  with  this  brother  who  has,  on  several  occa- 
sions, come  to  speak  and/or  preach.  Even  though  he  is  not  by  his 
definition  an  ordained  minister,  if  you  hear  him,  you  will  have  to 
wonder. 

He  is  a  renowned  educator.  As  president  of  African  American 
Images,  a  multimillion  dollar  communications  company  based  in 
Chicago,  he  is  constantly  on  the  lecture  circuit  conducting  over  30 
different  workshops  addressing  students,  parents,  teachers,  com- 
munity residents,  and  churches. 

He  has  authored  13  books,  including  "Black  Economics."  He  has 
been  a  guest  on  the  "Oprah  Winfrey  Show,"  "Tony  Brown's  Jour- 
nal," and  has  had  numerous  articles  written  about  his  work  in 
Essence  and  Ebony  magazines.  He  is  a  visiting  professor  at  the 
United  Theological  Seminary. 

He  received  his  Bachelor  of  Arts  from  Illinois  State  University, 
graduate  degrees  from  Towson  State  and  Morgan  State  Univer- 
sities and  a  doctorate  from  the  United  Theological  Graduate 
Seminary. 

It  is  no  accident  that  as  I  am  in  the  pursuit  of  writing  my  dis- 
sertation, that  we  have  the  president  and  a  graduate  of  United 
Theological  Seminary.  And,  hopefully,  they  will  see  that  the  reason 
that  I  might  be  tardy  is  that  I  am  very  busy  here  and  in  my  spare 
time  trying  to  find  time  to  complete  my  dissertation. 
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But  I  am  joyftil  that  all  of  you  could  come.  I  consider  all  of  you 
personal  friends,  and  I  am  glad  that  you  could  adjust  your  schedule 
to  accommodate  us  this  morning. 

Mr.  Graves,  we  will  start  with  you  this  morning.  And  as  I  told 
you  when  you  came  up,  usually  when  people  come  with  neckties 
that  are  as  beautiful  as  that  necktie,  I  try  to  ask  them  if  they 
might  leave  it  as  an  offering.  But  we  will  let  you  escape. 

Thank  you  very  much.  You  may  proceed. 

STATEMENT  OF  EARL  GRAVES,  SR.,  PUBLISHER  AND  CEO, 
BLACK  ENTERPRISE  MAGAZINE 

Mr.  Graves.  Thank  you,  Mr.  Chairman,  and  Congressman  Tuck- 
er. I  am  in  awe  of  being  on  a  panel  with  three  ministers  and  I  ap- 
preciate the  fact  that  you  said  serving  on  this  panel  with  three 
ministers  would  excuse  me  from  going  to  church  tomorrow 
morning. 

Chairman  Flake.  I  am  preaching  tomorrow.  You  will  be  there  to- 
morrow. You  don't  have  to  go  Sunday. 

Mr.  Graves.  I  will  try  to  do  better  on  Sunday. 

I  also  appreciate  the  3-minute  introduction.  You  could  have  done 
it  all  in  a  3-minute  spot  by  just  asking  everyone  to  drink  a  Pepsi 
while  here  in  town. 

Conscious  as  I  am  of  the  enormous  advances  African-Americans 
have  made  over  the  past  several  decades,  including  the  growth  of 
this  very  caucus,  it  seems  to  me  no  more  pressing  problem  faces 
our  community  than  economic  empowerment. 

What  it  seems  to  follow  just  as  certain  as  night  follows  day,  that 
a  rash  of  social  problems  must  certainly  develop  as  they  have  to 
the  serious  detriment  of  many  of  our  communities.  One  possible 
source  of  help,  as  we  are  discussing  it  this  morning,  is  the  black 
church,  which  traditionally  has  been  and  continues  to  be  our  most 
powerful,  richest,  and  influential  institution. 

The  question  might  well  be  asked  as  to  whether  or  not  we  are 
asking  too  much  from  religious  institutions.  Increasingly  they  are 
being  called  upon  to  house  and  feed  the  homeless,  to  succor  the  vic- 
tims of  AIDS,  to  cure  the  addict,  to  stop  the  violence  that  has 
bathed  our  streets  in  blood,  to  counsel  children  not  to  have  babies, 
and  to  tend  to  the  plight  of  the  poor  single  females  who  head 
households. 

This  is,  in  all  candor,  a  great  deal  to  have  on  any  one  platter. 
Thankfully,  however,  there  are  a  growing  number  of  enlightened 
religious  leaders  who  see  the  nexus  between  economic  deprivation 
and  social  problems  and  recognize  that  these  two  are  ultimately 
intertwined. 

In  fact,  for  the  past  decades,  members  of  the  Black  Enterprise 
Board  of  Economists  including  some  of  the  country's  leading  black 
economic  strategists,  has  stressed  the  potential  leverage  churches 
can  have  in  economic  development,  and  yet  the  surface  of  this  po- 
tential has  onlv  been  scratched. 

Last  December,  as  you  mentioned,  issues  of  Black  Enterprise 
magazine,  which  many  of  you  received  copies  of  this  morning — I 
am  sure  that  they  were  second  copies,  since  most  of  you  are  paid 
subscribers — but  the  cover  looks  like  this,  Mr.  Chairman, 
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It  explored  the  new  agenda  of  the  black  church  economic  develop- 
ment for  black  America,  a  focus  on  the  economic  empowerment 
thrust  of  several  religious  institutions  and  began  with  a  statement 
that  read,  quote:  "Black  churches  are  flexing  their  economic  mus- 
cles to  provide  much-needed  jobs  and  businesses,  from  shopping 
centers  to  senior  citizen  housing,"  end  of  quote. 

We  concentrated  on  several  churches  as  being  representative  of 
this  relatively  new  phenomenon;  new  in  direction  that  it  is  taking, 
but  old  in  the  tradition  of  the  black  churches  seeking  to  build 
stronger  communities. 

For  the  record,  since  you  mentioned  it,  at  the  time  of  this  story's 

Eublication,  I  had  no  inkling  that  the  Caucus  would  be  holding  a 
raintrust  hearing  in  September  on  this  subject,  or  that  Congress- 
man Flake  would  be  its  Chair.  I  want  to  make  this  clear,  that  the 
inclusion  of  Reverend  Flake's  Allen  African -American  Episcopal 
Church,  and  the  economic  initiative  he  has  inspired,  was  based 
strictly  on  excellence. 

You  can  applaud  him  if  you  like.  I  hope  that  that  helps  with  the 
dissertation. 

Chairman  Flake.  Oh,  it  helps. 

Mr.  Graves.  I  might  point  out  that  the  program  is  an  outstand- 
ing program  with  a  number  of  fascinating  and  productive  elements. 

The  other  church  initiatives  we  highlighted  are  also  proof  that 
the  church  can  and  will  work  to  bring  prosperity  back  to  the  black 
community. 

By  focusing  on  economic  self-help,  the  church  can  and  will  pro- 
vide jobs,  housing,  day  care,  education,  and  a  host  of  other  needs 
to  make  it  possible  for  our  people  to  effectively  compete  in  today's 
economy  and  it  will  do  this  by  becoming  a  landlord,  employer,  and 
even  a  financial  advisor. 

Our  research  indicated  that  this  type  of  church  involvement  has 
made  a  profound  difference  and  positive  difference  in  the  life  of  the 
community  in  which  it  takes  place.  This  occurs  not  only  from  the 
standpoint  of  providing  services  and  much-needed  jobs,  but  also  by 
adding  that  special  intangible  of  hope.  Hope  and  the  beHef  that 
someone  cared  enough  and  had  vision  enough  to  dare  go  where  oth- 
ers had  turned  away. 

There  is  every  reason  to  believe  that  this  is  not  a  passing  phe- 
nomenon but  that  as  active  aggressive  young  ministers,  active  in 
their  churches  conversant  with  the  dynamics  of  society,  ascend  to 
pulpits  of  their  own  many  will  bring  with  them  a  sense  of  needing 
to  develop  their  communities  economically. 

It  is  certainly  understood  by  this  panel,  but  perhaps  it  is  wise 
to  state  for  the  record  that  one  of  the  fundamental  strengths  of  the 
black  church  is  that  it  serves  many  functions  over  and  above  being 
a  place  where  parishioners  go  to  worship  on  Sunday.  It  is  a  meet- 
ing place,  a  town  hall,  a  forum,  a  center  of  political  activity,  a  so- 
cial service  center.  So  it  is  not  that  surprising  that  it  would  be  a 
part  of  the  ever-growing  movement  to  economically  revitalize  our 
decaying  neighborhoods. 

Not  every  venture  by  a  church  into  often  turbulent  economic  wa- 
ters has  been  a  successful  voyage.  There  have  been  some  ship- 
wrecks but  these  are  to  be  expected  in  any  small  business  which 
is  essentially  what  church  sponsored  economic  projects  are. 
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There  is  ample  evidence,  however,  that  with  the  proper  planning 
and  customary  controls  common  in  all  businesses,  church- 
sponsored  entrepreneurial  activities  can  help  make  a  difference  in 
many  areas  in  which  African -Americans  live,  urban  and  rural  as 
well. 

Let  me  close  by  saying  that  as  an  African-American,  a  member 
of  an  African-American  church,  a  concerned  citizen,  a  father,  and 
a  grandfather,  I  think  we  should  all  rejoice  that  our  most  valued 
and  cherished  institution  has  entered  the  struggle  to  conquer  one 
of  the  last  remaining  barriers  to  our  progress,  economic 
empowerment. 

Quite  reasonably,  we  cannot  expect  that  our  churches  can  do  it 
all.  The  task  is  simply  too  tremendous.  They  can,  however,  be  a 
major  factor  in  the  process,  providing  not  only  economic  muscle, 
but  an  attitude  of  purpose  and  dedication  that  has  always  been  the 
hallmark  of  the  black  church.  The  churches  engaged  in  economic 
empowerment,  and  those  who  would  like  to  become  engaged,  need 
help  from  other  sources. 

Hopefully,  this  hearing  will  help  produce  strategies  and  action 
plans  to  expedite  this  process.  Do  this,  and  this  hearing  can  be 
judged  a  success. 

[The  prepared  statement  of  Mr.  Graves  can  be  found  in  the 
appendix.] 

Chairman  Flake.  Thank  you  very  much.  We  will  come  back  for 
a  round  of  questions  after  each  person  has  made  their  presentation. 

Reverend  Lemmons. 

STATEMENT  OF  REV.  MICHAEL  LEMMONS,  EXECUTIVE 
DIRECTOR,  CONGRESS  OF  NATIONAL  BLACK  CHURCHES 

Reverend  Lemmons.  Mr.  Chairman,  Congressman  Tucker,  I 
would  like  to  thank  you  for  inviting  me  as  the  executive  director 
of  the  Congress  of  National  Black  Churches  to  testify  at  this 
hearing. 

I  am  especially  delighted,  Mr.  Chairman,  with  the  fact  that  the 
church  at  which  you  provide  pastoral  leadership,  as  has  been  indi- 
cated, is  indeed  a  brilliant  example  of  that  which  we  come  to  dis- 
cuss today  in  the  school,  the  housing  development  and  the  credit 
union  and  the  businesses  that  have  been  spawned  by  the  Allen  Ja- 
maica AME  Church  are,  indeed,  a  wonderful  testimony  to  the  kinds 
of  things  that  can  be  done  by  local  churches  in  this  area. 

For  those  of  you  who  are  less  familiar  with  the  Congress  of  Na- 
tional Black  Churches,  let  me  say  that  CNBC  was  founded  in  1978. 
It  is  headquartered  here  in  Washington,  DC.  Our  founder  is  Bishop 
John  Hurst  Adams,  of  the  African  Methodist  Episcopal  Church, 
and  currently  chaired  by  Bishop  William  Graves,  of  the  Christian 
Methodist  Episcopal  Church. 

CNBC  is  a  coalition  of  the  eight  major  historically  black  denomi- 
nations in  America.  The  African  Methodist  Episcopal  Church,  the 
African  Methodist  Episcopal  Zion  Church,  the  Christian  Methodist 
Episcopal  Church,  the  Church  of  God  in  Christ,  the  National  Bap- 
tist Convention  of  America,  the  National  Missionary  Baptist  Con- 
vention and  the  National  Baptist  Convention  USA,  Inc.,  and  the 
Progressive  National  Baptist  Convention. 
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Together,  these  eight  denominations  represent  65,000  local  con- 
gregations and  more  than  19  million  African-American  Christians. 

The  Congress  was  founded  around  the  very  simple  yet  compelling 
idea  that  there  are  problems  in  our  community  which  are  larger 
than  any  single  denomination  which  we  can  only  begin  to  address 
collectively  and  not  separately. 

In  our  testimony,  Mr.  Chairman,  which  we  are  only  endeavoring 
to  summarize  in  this  verbal  presentation,  we  indicate  that  accord- 
ing to  the  work  of  Dr.  C.  Eric  Lincoln,  the  black  church  receives 
well  over  $2  billion  a  year  in  contributions,  dues,  donations,  chari- 
table givings,  and  many  times  that  figure  in  voluntary  services  and 
other  in-kind  contributions. 

I  would  like  to  read  a  quote  from  Dr.  Charles  G.  Adams,  the  im- 
mediate past  president  of  the  Progressive  National  Baptist  Conven- 
tion in  his  farewell  address.  He  said,  "The  African-American  church 
is  all  that  African-Americans  own,  control,  and  lead.  It  sits  in  the 
middle  of  a  dark  and  difficult  ghetto.  Everybody  in  the  ghetto  does 
not  belong  to  the  church,  but  the  church  belongs  to  everybody  in 
the  ghetto.  .  .  .  Let  us  use  it  to  encourage  African-Americans  to 
be  partners,  movers  and  shakers  in  the  vast  undeveloped  vistas  of 
economic  possibility." 

What  we  have  endeavored  to  do  in  our  testimony,  Mr.  Chairman, 
is  to  chart  a  brief  history  of  church  involvement  in  economic  devel- 
opment initiatives  and  to  lift  up  a  few  models.  We  will  only  allude 
to  them  in  this  verbal  presentation,  but  some  of  those  models  in- 
clude the  Hartford  Memorial  Baptist  Church  in  Detroit,  Michigan, 
pastor,  the  Dr.  Charles  G.  Adams;  the  Ward  African  Methodist 
Episcopal  Church  in  Los  Angeles,  California,  particularly  under  the 
leadership  of  Frank  Madison  Reid  III,  who  now  serves  in  Baltimore 
where  they  constructed  a  120-unit  housing  development;  and  an- 
other model.  Baptist  Ministers  Union  of  Kansas  City,  Missouri,  an 
alliance  of  over  100  black  clergy  who  came  together  to  erect  an 
80,000-square-foot  shopping  center  that  is  leased  predominantly  to 
African-American  tenants. 

While  we  lift  up  these  models,  and  there  are  many  others  to 
which  we  can  point,  the  grave  reality,  however,  is  that  churches 
working  individually  in  limited  networks  across  the  country  cannot 
facilitate  the  large-scale  change  that  is  needed  across  the  country. 

We  believe  that  the  mechanism  for  creating  such  change  is  resi- 
dent in  the  Congress  of  National  Black  Churches  for  it  has  the  ca- 
pacity to  reach  into  all  communities  and  the  ability  to  bring  black 
churches  of  the  eight  major  denominations  together  and  is  an  orga- 
nization which  has  a  proven  track  record  for  building  successful  na- 
tional programs  and  creating  partnerships  with  government,  pri- 
vate agencies,  and  businesses. 

I  would  like  to  take  the  remaining  moments  that  I  have  to  just 
outline  some  of  the  programs  that  are  currently  being  done  by  the 
Congress  of  National  Black  Churches. 

In  1984,  we  formed  what  was  perhaps  the  first  collaboration  be- 
tween a  church  institution  and  a  major  business  corporation  to 
form  the  Church  Insurance  Partnership  Agency  with  the  Aetna 
Life  and  Casualty  of  Hartford,  Connecticut. 

We  initially  shared  ownership  in  this  national  agency.  In  June 
1993,  the  Congress  of  Black  Churches  acquired  100  percent  owner- 
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ship  of  that  agency,  relocated  to  Washington,  DC,  and  it  is  the  first 
and  only  example  that  we  are  aware  where  the  eight  denomina- 
tions that  comprise  the  membership  of  the  Congress  own  a  national 
insurance  agency  devoted  to  offering  property  and  casualty,  life,  re- 
tirement, and  disability  products  to  the  pastors  and  the  employees 
of  our  eight  denominations. 

Recently,  we  have  been  engaged  in  conversations  with  some 
major  banking  institutions  in  this  country  and  have  just  signed,  as 
of  3  months  ago,  an  agreement  with  First  Union  Bank  that  began 
with  conversations  with  several  banks  that  has  now  solidified  into 
a  6-year  agreement  with  First  Union  to  bring  up  a  banking  initia- 
tive in  eight  southeastern  cities — the  District  of  Columbia;  Rich- 
mond; Raleigh  and  Durham,  North  Carolina;  Jacksonville,  Florida; 
Atlanta  and  Savannah,  Georgia;  and  Columbia,  South  Carolina. 

This  program  will  be  focused  upon  increasing  an  understanding 
of  personal  finance  and  church  finance  through  seminars  and  work- 
shops in  local  congregations,  and  will  be  focused  upon  making 
home  ownership  more  available  to  persons  with  ordinary  incomes. 

In  some  communities,  the  program  will  be  focused  upon  a 
microlending  effort  to  spawn  small  businesses  and  in  other  commu- 
nities it  will  be  focused  upon  multifamily  housing  programs  of  com- 
mercial development. 

Last,  the  Congress  is  also  interested  in  creating  a  model  for  the 
implementation  of  individual  development  accounts,  which  are  very 
similar  to  individual  retirement  accounts.  One  of  the  primary  bar- 
riers to  home  ownership  for  persons  with  ordinary  incomes  is  the 
ability  to  save  money  for  a  downpayment.  And  IDAs,  we  believe, 
are  a  way  to  eliminate  that  barrier  for  people  to  achieve  the  Amer- 
ican dream  of  home  ownership  and  would  serve  to  increase  access 
to  education  and  business  opportunities  on  a  wide  scale. 

The  Congress  has  looked  at  a  wide  range  of  activities  too  numer- 
ous to  identify  at  this  time,  but  they  include  things  such  as  collec- 
tive publishing,  collective  travel,  and  convention  planning  across 
our  member  denominations. 

In  summary,  the  economic  development  agenda  of  the  Congress 
is  dedicated  to  the  idea  that  economic  self-sufficiencv  is  the  key  to 
the  future.  We  believe  that  the  black  church  has  oeen,  remains, 
and  will  be  the  cornerstone  of  the  black  community  and  is  the  only 
conduit  for  the  consistent  and  qualitative  distribution  of  informa- 
tion on  a  broad  scale  directly  to  our  people. 

Before  I  close,  I  would  like  to  have  our  director  of  economic  de- 
velopment who  accompanied  me  stand  and  be  recognized;  Ms. 
Carolyn  Hayden. 

We  thank  you,  sir,  for  the  opportunity  to  participate  in  these  pro- 
ceedings, and  we  certainly  congratulate  you  for  the  timely  conven- 
ing of  this  hearing. 

[The  prepared  statement  of  Reverend  Lemmons  can  be  found  in 
the  appendix.] 

Chairman  Flake.  Thank  you  very  much.  And  thank  you,  again, 
for  adjusting  your  schedule  to  be  with  us  this  morning.  I  really  do 
appreciate  it.  And  your  testimony  is  worthwhile.  It  is  very  good  in 
terms  of  where  you  are  focused  now  and  we  will  come  back  and  ask 
some  questions,  particularly  about  the  insurance  company. 

Dr.  Daryl  Ward. 
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STATEMENT  OF  DARYL  WARD,  PRESmENT,  UNITED 
THEOLOGICAL  SEMINARY 

Mr.  Ward.  Thank  you,  Mr.  Chairman.  To  the  esteemed  Members 
of  Congress,  most  notably  ConCTessman  Rev.  Floyd  Flake,  Con- 
gpressman  Albert  Wynn,  Mr.  Walter  Tucker,  to  the  members  of  the 
clergy  present,  and  to  the  representatives  from  financial  institu- 
tions, it  is  an  honor  to  testify  to  the  importance  of  forging  relation- 
ships between  financial  institutions  and  black  churches. 

As  president  of  the  largest  freestanding  seminary  of  the  United 
Methodist  Church,  I  have  had  the  privilege  of  gleaning  from  my 
conversations  with  faculty,  students,  and  alumnae  from  across  this 
Nation  about  their  leadership  of  small  and  large  congregations. 

As  the  pastor  of  a  rapidly  growing  inner-city  black  church,  I  have 
extensive  experience  in  negotiating  with  local  financial  institutions 
on  behalf  of  the  congregation  as  a  corporate  entity  in  the  purchase 
and  sale  of  property  and  assets. 

At  the  outset  of  this  hearing,  it  is  important  to  realize  that  this 
is  a  mutually  beneficial  conversation.  Black  pastors  themselves,  as 
well  as  financial  institutions,  must  come  to  the  table  recognizing 
the  power  of  the  black  church. 

I  want  to  make  seven  statements  in  which  I  hope  to  recast  the 
conversation  in  such  a  way  that  it  is  not  a  conversation  about  phi- 
lanthropy but  about  profit. 

First,  black  churches  have  a  committed  constituency.  According 
to  Emerging  Trends  magazine,  blacks  consistently  scored  above  na- 
tionwide rates  at  the  level  of  churched,  superchurched,  and  below 
the  nationwide  rates  of  unchurched  and  totally  nonreligious 
categories. 

Second,  black  churches  are  cash  rich.  Lincoln  and  Mamiya's 
study  of  the  African-American  religious  experience  indicated  that 
the  income  of  black  churches  is  over  $2  billion,  some  say  it  is  closer 
to  $3  billion.  It  is  interesting  that  Franklyn  Richardson,  the  out- 
going general  secretary  of  the  National  Baptist  Convention,  a  doc- 
torafstudent  at  United  Theological  Seminary,  in  an  article  entitled 
"Mission  to  Mandate,"  reveals:  In  1993  a  random  survey  by  the 
NBC's  entertainment  committee  in  New  York  was  conducted  and 
they  discovered  that  in  the  New  York  metropolitan  area,  600 
churches  deposit  $152  million  annually  in  21  banks  and  they  have 
$40  million  in  loans.  That  means  that  each  Monday  morning,  these 
churches  deposit  over  $3  million  in  New  York  banks.  The  same  is 
true,  Mr.  Chairman,  in  much  smaller  communities  around  the 
country. 

Third,  black  churches  have  invaluable  community  goodwill  and 
name  recognition.  It  is  interesting  to  me  that  these  variables  are 
translated  into  monetary  terms  regularly  in  business  transactions 
in  every  other  arena.  Though  it  has  many  critics,  the  black  church 
has  no  peers. 

Fourth,  black  churches  are  not  mysterious,  unstable  entities  that 
rise  and  fall  with  individual  leadership  any  more  than  any  other 
corporation.  In  fact,  the  shareholders  of  incorporated  black  church- 
es have  more  input  and  ownership  in  its  management  and  business 
affairs  than  most  businesses  with  which  I  have  been  affiliated. 

The  necessary  checks  and  balances  are  present  to  ensure  reason- 
able diligence  in  business  affairs.  It  is  with  humility  and  love  that 
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I  should  remind  the  financial  establishments  of  the  hole  that  we 
are  all  digging  out  of  because  of  improper  safeguards  and  proce- 
dures within  the  banking  industry. 

Fifth,  the  next  point  I  share  with  you  as  a  business  person,  as 
president  of  the  United  Theological  Seminary,  I  have  had  the  op- 
portunity to  lead  the  faculty  in  the  creation  of  relevant  program- 
ming in  the  African-American  religious  community. 

Seven  years  ago,  United  Theological  Seminary  in  Dayton,  Ohio, 
created  an  innovative  and  relevant  African-American  ministries 
doctoral  tract.  We  now  boast  more  African-American  doctoral  stu- 
dents than  all  other  doctor  of  ministry  programs  combined.  Black 
issues  in  Higher  Education  ranked  UTS,  a  predominantly  white 
United  Methodist  Seminary,  as  number  seven  in  the  country  in 
granting  doctoral  degrees. 

Several  students  are  here  today  because  of  their  interest  in  this 
forum.  They  are  working  on  dissertations  in  the  area  of  economic 
development  in  the  black  church.  We  have  two  groups  working  on 
doctoral  degrees  in  that  area.  We  are  beginning  the  Ministry  in  the 
City  Program  and  we  are  also  looking  for  partners  in  that  endeavor 
right  now. 

No  scholarships  were  offered  in  these  innovative  programs  and 
the  academic  expectations  were  raised  rather  than  lowered  for 
these  programs.  The  pastors  from  across  the  country,  the  Bahamas, 
and  the  Virgin  Islands  pay  full  tuition  and  travel  expenses  for  six 
trips  a  year-plus  for  2V2  years  to  participate  in  this  program. 

Congressman  Floyd  Flake  is  one  of  our  students.  Jawanza 
Kunjufu  is  mentoring  his  second  doctoral  gproup.  These  leaders  par- 
ticipate because  the  program  takes  the  black  church  seriously  and 
the  members  of  the  black  church  helped  to  create  it. 

These  programs  are  successful  because  they  were  created  for  a 
constituency  with  a  need  that  no  other  academic  institutions  were 
taking  seriously  at  the  time.  Is  that  not  what  good  business  is  all 
about?  Ideas  meet  need,  which  creates  profit. 

Banks  are  more  competitive  than  ever  before  and  African- 
American  religious  leaders  are  more  prepared  than  before  to  take 
seriously  the  responsibility  for  the  economic  well-being  of  our 
communities. 

Six,  fi-om  1787  when  Richard  Allen  began  the  movement,  which 
culminated  in  the  creation  of  the  Free  African  Burial  Society,  black 
churches  have  been  creating  credit  unions  and  other  forms  of 
resource  sharing.  There  is  a  new  breed  of  pastor  on  the  scene, 
however. 

In  Columbus,  Ohio,  C.  Dexter  Wise  and  Faith  Ministries  plan  to 
build  a  city  with  supermarkets,  schools,  and  recreational  facilities. 
Frank  Thomas  and  the  New  Faith  Baptist  Church  in  Madison,  Illi- 
nois, seek  to  do  the  same  and  they  have  the  land  and  the  plans 
and  they  are  well  on  their  way  to  raising  the  money  to  begin  con- 
struction. Alvin  Jackson  and  the  Mississippi  Boulevard  Church  in 
Memphis,  Tennessee,  have  it  all.  They  have  a  15-building  campus 
in  the  center  city  and  a  counseling  center  and  a  bowling  alley. 

These  churches  are  filling  economic  gaps,  not  by  politicking  and 
protesting,  but  by  buying  and  bargaining,  leveraging  and  financing. 
Floyd  Flake  and  Allen  AME,  shopping  plaza  and  a  school;  Charles 
Adams    and    Hartford    Memorial,    Kentucky    Fried    Chicken    and 
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McDonald's.  These  pastors  have  determined  that  they  can  help  peo- 
ple create  a  new  world  for  themselves  with  jobs. 

Huntington  Bank  was  led  several  years  ago  by  three  very  dis- 
tinct transformative  leaders  with  a  vision  that  a  new  world  could 
not  be  created  without  homes  and  proper  housing.  A  Yuppie 
church,  or  Buppie  as  we  call  it,  black  urban  professional  church,  an 
older  more  traditional  church  and  a  charismatic  pentecostal  con- 
gregation, joined  together  to  create  a  special  relationship  with 
Huntington  Bank  whereby  every  member  of  their  congregations 
would  be  guaranteed  a  first  or  second  mortgage  and  the  bank 
would  give  donations  to  the  church  with  every  new  loan  or  account 
opened  with  Huntington  Bank. 

Over  $20  million  in  loans  have  been  made  because  these  pastors 
are  trying  to  help  people  create  a  new  world  for  themselves.  These 
new  ministries  promote  jobs,  homes,  counseling,  family  stability, 
and  the  beat  goes  on. 

Seven,  the  black  church  is  full  of  movers  and  shakers  like  the 
ones  I  mentioned  above.  In  a  competitive  business  environment, 
one  looks  for  good  partners.  Financial  institutions  and  black 
churches  have  much  to  offer  each  other. 

In  summary,  black  churches  remain  as  the  sole  business  in  many 
inner-city  neighborhoods.  If  financial  institutions  are  serious  about 
revitalizing  center  cities  and  neighborhoods,  they  will  find  strong 
business  partners  in  black  churches  and  their  leaders.  Black 
churches  must  realize  that  the  church  is  now  the  only  institution 
where  black  people  give  money  to  other  black — to  black-owned  and 
operated  financial  entities  and  leave  them  there  for  investment  and 
innovations. 

Those  hard-earned  contributions  of  the  faithful  can  no  longer  be 
stockpiled  in  financial  institutions  earning  low  interest  in  savings 
accounts.  These  funds  must  be  turned  around  to  create  jobs  and 
progressive  community  building  institutions.  Financial  institutions 
and  the  black  churches  must  work  together  to  rebuild  our  cities.  I 
repeat,  the  time  for  partnership  is  right.  Come  let  us  reason  to- 
gether. Thank  you,  Mr.  Chairman. 

[The  prepared  statement  of  Mr.  Ward  can  be  found  in  the 
appendix.] 

Chairman  Flake.  Thank  you  very  much.  Dr.  Ward.  I  think, 
given  your  closing  summary,  that  we  need  to  convene  a  meeting  of 
lay  church  leaders,  deacons,  stewards,  and  others  so  that  they 
might  be  educated  to  the  reality  that  a  church  is  not  really  doing 
ministry  if  all  of  its  money  is  sitting  in  the  bank.  Very  good  testi- 
mony. Thank  you. 

And  last.  Dr.  Jawanza  Kunjufu.  Many  of  us  have  heard  him 
speak  on  so  many  topics  to  brothers,  so  well-versed  in  so  many 
things,  our  male  ministry  in  our  church,  our  youth  ministry  in  our 
church  and  churches  throughout  this  country.  He  has  messages  for 
females  as  well.  I  have  forgotten  that  book.  "The  Secret  of  Black 
Love,"  I  think  it  is. 

Mr.  Kunjufu.  You  always  mess  it.  It  is  titled,  "The  Power,  Pas- 
sion and  Pain  of  Black  Love." 

Chairman  Flake.  I  just  wanted  you  to  say  it. 

Mr.  Kunjufu.  Your  wife  wanted  me  to  clarify  that  for  you. 
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Chairman  Flake.  "Power,  Passion  and  Pain  of  Black  Love."  I 
just  wanted  you  to  say  it.  You  say  it  so  well,  doctor.  Dr.  Jawanza 
Kunjufu 

STATEMENT  OF  JAWANZA  KUNJUFU,  PRESmENT,  AFRICAN 

AMERICAN  IMAGES 

Mr.  Kunjufu.  Thank  you  very  much.  Congressman  Flake  and 
Congressman  Tucker.  As  a  public  speaker,  it  is  difficult  for  me  to: 
One,  have  to  sit  here  versus  standing  up;  and  second,  because  the 
largest  part  of  my  audience  is  behind  me,  this  is  very  difficult  for 
me  and  I  apologize  to  the  people  sitting  behind  me. 

Before  I  make  my  comments,  one  of  the  things  of  interest,  I  have 
an  African  name.  People  assume  that  I  must  be  a  Muslim.  It  is  an 
African  name,  not  a  Muslim  name.  People  also  think  that  when 
you  believe  in  economic  development,  that  you  have  to  be  a  Muslim 
and  if  you  are  running  by  people  like  Mineed  Modbom  and  Louis 
Farrakhan,  then  the  slate  has  been  taken  that  you  definitely  are 
Muslim. 

In  addition  to  that,  as  it  relates  to  this  particular  panel,  earlier 
this  morning  I  spoke  to  Congressman  Collins  on  the  black  family, 
and  in  that  committee,  they  gave  me  an  honorary  degree  in  terms 
of  educational  psychologist,  and  here  in  this  Panel  on  Economic  De- 
velopment in  the  Church,  you  not  only  gave  me  an  honorary  degree 
from  United  Theological  Seminary  where  I  teach  there,  but  I  did 
not  get  the  degree  there;  that  is  where  I  teach.  You  will  be  in  trou- 
ble on  Monday  morning  if  your  papers  are  not  in. 

But  my  comments,  with  about  7  or  8  minutes  left  come  from  two 
books.  One  is  the  book  that  I  have  written  titled,  "Black  Economics, 
Solutions  for  Economic  and  Community  Empowerment"  and  the 
second  one  is,  the  brother  I  now  teach  with,  who  was  a  student  and 
a  graduate  of  the  United  Theological  Seminary,  Dr.  Walter  Malone. 
His  book  is  titled,  "From  Holy  Power  to  Holy  Profit."  That  was  his 
dissertation  and  it  is  now  in  published  form.  So  these  ideas  will 
come  from  those  two. 

The  balance  sheet  I  want  to  look  at  from  the  African-American 
perspective,  first  of  all,  are  assets.  The  African-American  commu- 
nity earns  or  has  in  its  possession  approximately  $360  billion.  We 
have  40  million  people.  The  census  says  32;  we  say  40  million.  We 
own  4  million  acres  of  land.  That  has  been  declining  since  1910, 
but  we  still  own  4  million  acres. 

Eighty-five  percent  of  our  population  is  primarily  in  the  30  larg- 
est markets  in  America.  It  has  been  said  that  in  America  there  are 
more  African- Americans  with  degrees  than  any  other  African  popu- 
lations in  the  world,  with  2  million  of  us  with  degrees.  It  has  been 
said  we  are  the  best  educated  slaves  anywhere  in  the  world. 
Twenty-five  percent  of  our  race  also  makes  over  $40,000.  Those  are 
just  some  of  our  assets. 

Our  liabilities.  While  we  are  15  percent  of  the  U.S.  population, 
we  only  earn  6  percent  of  the  income  and  33  percent  of  our  race 
lives  below  the  poverty  line  and  48  percent  of  our  children.  Our 
median  income  is  only  61  percent  of  white  income.  Sixty-one  per- 
cent is  very  close  to  three-fifths  of  a  person.  How  ironic  that  is. 
Sixty-one  percent  institutional  racism  calculates  into  being  a  deficit 
of  $127  billion.   Had  we  earned  what  white  people  would  have 
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earned,  we  would  have  then  been  able  to  add  $360  billion  to  $127 
billion  for  a  total  income,  then,  of  $487  billion. 

While  we  are  15  percent  of  the  population,  6  percent  of  the  in- 
come, we  only  have  3  percent  of  the  wealth.  Eighty-five  percent  of 
our  businesses  have  no  employees.  Black  business  only  secured  3 
percent  of  all  business  receipts.  Twenty-five  percent  of  our  African- 
American  adults  are  unemployed  and  60  percent  of  our  children. 
Those  are  some  of  our  liabilities. 

As  we  look  at  the  African-American  church,  it  has  been  pre- 
sented that  we  have  at  least  65,000  churches  in  the  largest  8  de- 
nominations. If  you  then  add  the  independents,  including  our  own 
Trinity  United  Church  of  Christ,  pastored  by  Jeremiah  Wright,  if 
you  add  the  other  black  churches  and  other  denominations  that  are 
independent,  we  now  look  at  about  75,000  churches. 

The  question  then  becomes,  between  the  $2  and  $2.5  billion  in 
terms  of  assets  and  maybe  $30  billion  in  terms  of  other  assets  be- 
sides just  cash,  the  question  becomes,  where  does  the  black  church 
deposit  its  money?  Rumor  has  it  90  percent  of  its  monies  are  in 
white  banks.  Rumor  also  has  it  84  percent  of  them  use  white  gen- 
eral contractors  to  build  their  new  facilities.  The  question  then  be- 
comes, have  they  developed  credit  unions,  employment  directories, 
business  directories,  and  do  they  provide  financial  planning  semi- 
nars, are  just  some  of  the  questions  that  we  have  to  look  at. 

We  have  gone  through  two  revolutions.  The  first  one  was  phys- 
ical with  chains  around  the  wrist  and  ankles.  We  have  achieved 
that  one.  The  second  revolution  was  the  opportunity  to  vote.  We 
now  have  7,000  elected  officials  in  this  country.  We  were  the  Gov- 
ernor of  Virginia,  Senators  of  Illinois  with  the  mayor  of  most  major 
cities,  but  our  people  are  still  catching  hell  because  we  have  now 
moved  into  the  third  arena  and  that  is  the  economic  revolution, 
and  we  have  to  address  that. 

How  many  Asian  politicians  do  you  know?  How  many  Arab  poli- 
ticians do  you  know?  That  is  the  arena  that  we  have  to  address. 
For  some  reason,  our  black  middle  class,  and  65  percent  of  them 
work  for  the  government,  35  percent  work  for  big  business.  Onlv 
5  percent  start  their  own  businesses.  For  some  reason,  our  black 
middle  class  still  tells  their  children  to  get  a  good  education,  to  get 
a  good  job.  Every  other  race  tells  their  children  to  get  a  good  edu- 
cation and  be  the  boss. 

For  every  1,000  African-Americans  in  this  country,  only  9  of 
them  start  a  business.  For  every  1,000  whites,  64  of  them  start  a 
business.  For  every  1,000  Asians,  96  of  them  start  a  business.  For 
every  1,000  Arabs,  108  of  them  start  a  business. 

The  first  thing  we  implore  the  church  to  do  is  to  inspire  the  con- 
gregation to  start  more  businesses.  The  second — now  one  of  the 
ways  we  need  to  do  that  is  through  a  program  called  Ujamaa. 
Ujamaa  is  a  Swahili  word  during  the  season  of  Kwanzaa,  the 
fourth  principle,  and  it  represents  cooperative  economics.  The 
rumor  is  that  AFDC  low-interest  loans  is  just  that,  a  rumor.  What 
they  did  was  they  used  their  culture  to  pool  their  resource  together, 
and  we  recommend  the  church  do  the  very  same  thing. 

The  meeting  works  like,  the  church  can  call  a  meeting  among  its 
congregation  and  everybody  comes  to  the  meeting  first  with  a  busi- 
ness plan.   Number  two,   everybody  comes  with   $100.   Everyone 
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gives  the  $100  to  the  treasurer  at  that  particular  meeting.  All  busi- 
ness plans  are  then  presented  and  evaluated.  A  vote  is  then  taken 
on  who  has  the  best  plan  and  then  one  of  them  receive  all  the  mon- 
ies that  were  collected. 

We  don't  have  to  ask  anybody  for  any  money.  All  we  need  to  do, 
like  our  brothers  and  sisters  do  from  the  West  Indies  in  terms  of 
susu  and  in  other  parts  of  West  Africa  in  terms  of  fufu,  all  we  need 
to  do  is  pool  our  monies  together  !and  the  church  can  do  that. 

Now,  notice  I  mentioned  we,  first  of  all,  bring  our  $100  together 
and  give  it  to  a  treasurer.  We  then  vote  on  who  has  the  best  busi- 
ness plan.  Whoever  had  the  best  business  plan  will  receive  all  the 
money.  One  of  our  problems  is  that  many  times  we  would  agree  to 
that  concept,  but  if  our  business  was  not  selected  as  having  the 
best  business  plan,  we  would  not  want  to  contribute  to  the  endeav- 
or. That  is  why  you  can't  participate  without  leaving  your  $100 
with  the  treasurer  and  then  the  vote  would  then  be  taken. 

In  addition  to  that,  the  winner  of  that  particular  investment 
would  then  have  to  agree  to  do  business  only  with  the  people  in 
that  room.  So  all  attorneys  and  engineers  and  accountants  and 
other  businesses  that  are  represented,  the  desire  is  for  that  winner 
to  only  support  and  do  business  with  those  people  inside  of  that 
room.  That  program  is  called  Ujamaa. 

Another  program  is  called  Kazi.  That  is  the  Swahili  word  for 
work  and  work  is  the  blackness  of  aura.  Theory  without  practice 
is  dead,  in  James  2:26.  In  this  program,  in  Washington,  DC  today, 
when  I  came  in  from  the  airport,  there  were  brothers  just  hanging 
on  the  comer  waiting  for  someone  to  hire  them.  Those  days  are 
long  gone. 

Today  in  Washington,  like  in  many  major  cities  around  the  coun- 
try, our  people  woke  up  with  talent,  they  woke  up  with  energy.  But 
they  are  waiting  for  someone  with  dollar  bills  to  hire  them.  We 
have  all  been  reduced  down  to  $1  bill.  This  program  called  Kazi 
can  circumvent  that  and  the  program  works  like  this. 

What  we  need  to  do  in  this  particular  program  is  we  need  the 
church  with  just  a  computer  bank  to  have  all  those  members  that 
have  skills,  whether  you  are  an  accountant,  a  barber,  an  attomev, 
if  you  can  do  lawns,  whatever  it  is  you  can  do,  if  you  can  simply 
contribute  menial  labor,  then  you  submit  your  name  to  the  Kazi 
bank.  That  is  the  first  step. 

So,  therefore,  someone  who  is  unemployed,  a  laid-off  accountant, 
a  laid-off  engineer,  a  laid-off  barber,  or  whatever  the  case  may  be, 
without  having  money  being  the  driving  force  here,  what  this  per- 
son can  do  is  tnen  do  work  for  the  larger  community.  He,  let's  say, 
may  give  10  hours  of  work  to  the  Kazi  bank.  His  name  is  then 
credited  with  10  hours.  That  person  can  then  request  of  the  Kazi 
bank  that  he  needs  to  have  someone  come  out  and  cut  his  lawn, 
to  cut  his  hair.  He  needs  an  hour  of  legal  services.  He  needs  some- 
one to  perform  taxes  or  audits  and  all  this  was  done  without  $1  bill 
being  the  means  of  exchange  between  those  two  institutions  or 
those  two  individuals.  That  also  could  be  implemented  by  the 
church. 

In  addition  to  that,  we  also  recommend  the  need  for  incubators. 
With  85  percent  of  our  businesses  failing  within  10  years,  what  we 
need  to  have  are  more  incubators,  the  very  successful  way  for  small 
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businesses  to  pool  their  resources  together  and  the  church  would 
be  an  excellent  institution  for  that  to  grow  and  develop. 

And  then  last,  but  not  least,  when  you  have  65,000  churches  in 
the  8  largest  denominations,  75,000  total,  and  many  of  them  also 
being  parts  of  larger  fraternities,  sororities,  and  other  professional 
organizations,  one  of  the  things  we  have  got  to  look  at  is  that  our 
150  largest  black  organizations  are  spending  $16  billion  a  year  at 
white  hotels  and  using  their  airlines  and  we  have  these  power  con- 
ferences talking  about  the  white  man  and  the  white  man  this  and 
the  white  man  that,  while  in  the  same  breath  giving  $16  billion  to 
Master  Marriott  and  Master  Hilton  and  Master  Hyatt.  That  needs 
to  stop. 

So  one  of  the  things  we  implore  pastors  to  do  is  to  challenge  their 
congregation  to  consider  either  meeting  for  1  year  at  a  black  college 
or  meeting  at  any  other  institutions  besides  white  hotels,  and  if  we 
did  this  just  for  1  year,  either  did  not  meet  or  meet  at  a  black  col- 
lege, we  could  then  save  $16  billion  that  we  then  could  use  to  build 
four  regional  hotels. 

Can  you  imagine.  Congressman  Floyd  Flake,  if  we  built  in  New 
York  the  Marcus  Garvey  suite;  in  LA,  the  N'otepe  Palace;  in  At- 
lanta, the  Mae  Jemison  Palace,  and  on  and  on.  I  am  very  pleased 
with  what  happened  in  Miami  when  we  put  pressure  on  tnem  in 
terms  of  the  disrespect  of  Nelson  Mandela  and  the  hotel  we  ac- 
quired there. 

The  key  challenge  will  be,  will  black  organizations,  when  that 
hotel  is  renovated  and  brought  to  completion,  will  we  begin  to  have 
more  conferences  at  that  particular  hotel  in  Miami. 

These  are  just  some  of  the  things  the  church  can  do.  It  is  our 
largest  institution.  It  has  the  greatest  number  of  assets.  The  ques- 
tion is,  what  type  of  church  are  we  talking  about?  Remember,  there 
are  three  types  of  churches.  The  first  type  is  the  entertainment 
church.  They  sing  and  dance  all  day  long,  sing  and  dance,  love  to 
holler  and  shout,  but  they  do  very  little  work  in  the  larger  com- 
munity. 

The  second  type  are  containment  churches,  only  open  on  Sunday 
from  11  o'clock  to  1  o'clock  and  took  the  $2  billion  with  them;  and 
then  the  third  type  are  the  liberation  churches.  Now,  these  church- 
es not  only  have  a  liberation  theology  out  of  Luke  4:18-19,  58th 
chapter  of  Isaiah,  but  they  also  can  attract  larger  numbers  of  men 
and  women  and  they  also  see  the  need  for  economic  empowerment. 
We  thank  you  for  the  opportunity  to  be  here  this  morning. 

[The  prepared  statement  of  Mr.  Jawanza  Kunjufu  can  be  found 
in  the  appendix.] 

Chairman  Flake.  Thank  you  very  much.  This  is  indeed  a  dy- 
namic panel,  and  I  am  sure  that  we  have  questions  for  all  of  you. 

Mr.  Graves,  let  me  just  start  with  you.  We  have  somewhere  be- 
tween $360  billion  and  $390  billion  by  the  numbers  that  you  and 
Dr.  Kunjufu  have  given.  The  question  becomes,  as  you  analyze  the 
church  role  and  you  listen  to  the  model  that  Dr.  Kunjufu  has  laid 
out,  the  role  that  CBC  is  playing  and  what  the  seminary  is  doing 
in  training  people  in  this  area,  what  is  your  sense  from  the  larger 
perspective  of  one  who  deals  with  broader  economies,  the  larger 
community  in  terms  of  the  corporate  world  sitting  on  several 
boards,  what  is  your  sense  of  the  reason  that  there  is  not  a  greater 
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response  to  the  African-American  community  and  through  its 
churches  or  just  the  African-American  community  in  general? 

Because  you  have  to  resolve  that  issue  before  you  can  get  down 
to  the  question  of  the  churches,  and  sitting  on  the  boards,  given  the 
kind  of  persons  you  interface  with,  what  can  we  do  to  improve  the 
image  or  whatever  it  is  that  precludes  their  ability  to  participate 
in  a  way  that  does  not — that  does — that  allows  us  to  be  able  to 
move  forward  to  utilize  best  that  300  and  some  billion  dollars  that 
is  out  there? 

Mr.  Graves,  There  are  two  kinds  of  clout,  and  I  have  said  this 
a  number  of  times,  we  have.  One  is  political  clout  and  exercise  our 
right  to  vote  and  we  vote  people  in  and  out  of  office  and  I  think 
that  over  the  last  two  decades,  we  have  been  doing  that  effectively. 
The  reason  we  have  40  members  of  the  Black  Caucus  today  is  be- 
cause we  exercised  that  power. 

The  second  kind  of  power  we  have  is  economic  power,  which  our 
last  panelist  spoke  to,  I  think,  in  great  detail  and  in  a  way  that 
I  would  respond  that  it  gives  some  direction,  and  that  is  leverage 
our  economic  clout. 

Every  time  that  we  have,  through  the  NAACP,  the  Urban 
League,  Operation  Fair  Share,  and  other  organizations,  gone  to  a 
company  and  said  we  are  not  going  to  go  to  XYZ  hotel,  that  has 
gotten  the  attention  of  that  hotel.  I  would  submit  to  you  that  given 
the  billions  of  dollars  that  we  are  indeed  spending  at  hotels  on  a 
regular  basis,  that  if  we  were  not  even  buying  the  hotel,  but  if  we 
just  decided  among  major  organizations  that  we  pick  one  chain  to 
be  the  focus  of  our  efforts  and  we  said  to  that  chain,  we  will  not 
be  coming  to  you  this  year  because  you  have  not  hired  our  sons  and 
daughters  to  be  financial  analysts  within  your  chain,  you  have  not 
hired  our  sons  and  daughters  to  be  managers  of  your  properties, 
you  have  not  hired  our  sons  and  daughters  to  be  your  lawyers 
within  that  property,  you  have  not  done  media  advertising  within 
those  properties,  one  hotel  chain  feeling  the  pain  of  many  of  us  who 
travel  to  those  hotels  and  use  those  hotels  not  going — the  Hilton 
Hotel  does  no  media  advertising  and  that  hotel  is  filled  tonight  and 
will  be  for  the  weekend  with  black  people. 

If  the  caucus  elected  not  to  use  the  Hilton  Hotel  1  year,  just  said 
we  are  not  going  to  Hilton  hotels,  you  would  have  numerous  man- 
agers who  worked  at  Hilton  hotels,  you  would  have  numerous  per- 
sons who  have  business  within  the  Hilton  hotels. 

And  I  am  not  indicting  just  Hilton.  I  am  just  making  a  statement 
of  fact.  If  that  happened  at  Hilton,  Sheraton  would  get  religion  on 
Tuesday  if  it  happened  to  them.  And  the  same  thing  is  true  of  the 
Hyatt  hotels  and  the  same  thing  is  true  of  the  Western  hotels. 
They  don't  have  to  take  us  seriously  because  we  don't  take  our- 
selves seriously,  and  if  we  use  that  leverage,  and  I  happen  to  think 
that  the  church  can  do  it — when  you  had  in  New  Orleans  last  week 
15,000,  20,000  people  just  literally  enveloping  the  city  of  New  Orle- 
ans for  the  National  Baptist  Convention,  that  is  enormous  lever- 
age. It  was  not  used  the  way  it  needed  to  be  used  because  when 
they  left  there  things  were  still  as  they  were  when  we  came.  And 
those  organizations  can  make  that  difference. 

I  have  discussed  this  with  the  new  head  of  the  Urban  League. 
I  have  discussed  this  with  other  major  civil  rights  organizations.  It 
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is  something  that  we  would  support,  meaning  black  media,  and  it 
is  something  I  think  we  can  focus  on.  That  kind  of  thing — that  hap- 
pened before,  because  it  is  not  as  important,  it  seems  to  me,  to 
own — it  is  not  as  important  to  have  the  name  on  the  door,  say 
Harambi  House,  as  it  is  to  know  we  own  the  stock  in  the  hotel.  I 
would  submit  to  you  that  our  mission  ought  not  to  be  to  have  the 
name  of  the  hotel,  have  our  name  on  it.  It  is  more  important  for 
us  to  know  we  own  stock  in  that  hotel  and  therefore  can  leverage 
what  economic  clout  is  in  it. 

And  that  is  the  only  clout  it  seems  we  have  left.  When  you  look 
at  where  we  are  today  and  why  we  are  not  taken  seriously,  it  is 
because  we  have  not  leveraged  the  clout  we  have  and  no  one  has 
to  sit  down  at  the  table  with  us.  If  you  say  that  you  are  no  longer 
going  to  buy  Japanese  cars  because  the  Japanese  are  not  providing 
auto  dealerships,  all  of  a  sudden  the  Japanese  start  to  provide 
dealerships.  That  is  leverage  and  we  have  not  leveraged  that  clout. 

Chairman  Flake.  Reverend  Lemmons,  the  black  churches  just 
this  summer  have  all  had  major  conventions.  National  Baptist 
Church  of  America,  National  Baptist  Church,  U.S.A.  Progressive, 
National  Baptist  Progressive,  National  Missionary  Baptist,  COGIC 
in  Memphis,  AME  Church,  Bishops  Council  in  New  Orleans  before 
the  Baptists  got  there,  almost  all  of  the  major  denominations. 

We  hear  from  Dr.  Kunjufu  and  from  Dr.  Graves  that  there  is 
some  $200  billion  spent.  Are  the  leaders  of  the  denominations  more 
than  just  rhetoric  in  any  way  creating  models  for  economic  develop- 
ment for  those  denominations,  to  your  knowledge? 

Reverend  Lemmons.  The  issue  which  you  address.  Congressman 
Flake,  is  an  issue  that  has  been  on  the  table  before  the  board  of 
directors  of  the  Congress  on  several  occasions.  Early  on,  we  decided 
to  embrace  the  insurance  agenda  under  the  recognition  that  there 
were  dollars  in  our  community  which  we  were  spending  to  acquire 
products  that  could  be  redirected  and  better  leveraged  and  so  we 
went  on  the  insurance  agenda.  And  second,  we  have  identified  the 
banking  agenda  as  an  area  for  involvement. 

We  are  very  much  aware  that  if  we  could  get  the  decisionmakers 
of  our  eight  major  denominations  to  decide  to  go  to  a  given  city  and 
to  do  their  convention  planning  and  travel  arrangement  decisions 
collectively,  that  there  are  dollars  to  be  saved  and  raised  through 
that  effort. 

That  is  an  item  which  is  not  off  of  the  table,  an  item  which  we 
intend  to  fully  embrace  and  address  once  we  move  the  banking  ini- 
tiative a  little  bit  further  than  where  it  is. 

Chairman  Flake.  Our  next  panel  will  include  bankers.  From  the 
perspective  of  any  of  you,  what  would  you  say  to  the  banks  as  it 
relates  to  the  level  of  involvement  that  would  be  necessary  for 
them  to  partnership,  copartner  in  trying  to  get  better  leverage  out 
of  these  billions  of  dollars  that  are  on  the  market  and  in  many  in- 
stances in  their  banks? 

Reverend  Lemmons.  I  will  take  a  first  swing,  Congressman.  One 
of  the  things  that  we  have  been  saying  to  the  banks  that  we  began 
talking  with  is  that  we  are  here  to  help  you.  Most  of  the  banks  are 
not  meeting  their  Community  Reinvestment  Act  responsibilities 
and  we  are  seeking  to  develop  ways  to  enable  them  to  meet  criteria 
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which  has  already  been  established  and  which  they  are  expected  to 
address. 

There  are  a  number  of  vehicles  that  are  available  for  banks  that 
are  seriously  interested  in  helping  to  rebuild  communities.  There 
are  literally — there  are  literally  hundreds  of  examples  that  are  oc- 
curring in  the  area  of  housing,  in  the  area  of  church  and  personal 
finance,  in  the  area  of  small  business  lending  that  are  occurring 
around  the  country.  And  so  one  of  the  agendas  that  we  are  on  is 
helping  banks  to  better  appreciate  those  opportunities  and  to  recog- 
nize that  it  is  really  in  their  interest  to  turn  their  act  around. 

Mr.  KUNJUFU.  Let  me  just  add  to  that  and  give  a  plug.  Even 
though  Earl  Graves  doesn't  need  this,  as  a  subscriber  and  adver- 
tiser in  the  magazine,  I  think  the  current  issue  has  the  prospective 
buyer  for  Independence  Bank  out  on  the  cover  or — is  that  right, 
Mr.  Graves? 

Mr.  Graves.  That  is  about  four  issues  behind,  but  your  informa- 
tion is  right. 

Mr.  KuNJUFU.  OK.  And  so  this  particular  issue,  the  potential 
president  was  mentioning  that  Independence  Bank  in  Chicago,  and 
it  is  unfortunate  that  many  African-American  businesses,  including 
my  own,  have  had  to  go  outside  of  black  banks  to  secure  financing 
because  black  banks  really  believe  the  money  is  theirs,  and  I  think 
it  was  cited  in  one  particular  article  that  only  31  percent  of  their 
deposits  were  being  reinvested,  and  the  industry/  figure  should  be 
closer  to  60  percent. 

So  the  new  prospective  president  was  going  to  try  to  raise  that 
percentage.  So  the  figure  is  much  too  low  in  many  black  banks,  in 
the  low  twenties  to  early  thirties  and  it  needs  to  be  more  in  the 
50  to  60  percent  range  of  investments  back  into  the  larger  commu- 
nity. 

Chairman  Flake.  Into  the  communities  in  which  they  take  their 
deposits? 

Mr.  KuNJUFU.  Correct. 

Chairman  Flake.  So  even  an  applicability  of  CHA  as  it  relates 
to  the  major  banks,  the  mainstream  banks,  are  you  suggesting  that 
there  also  has  to  be  a  look  at  those  banks  that  are  primarily 
designed  to  meet  needs  in  those  communities  that  are  African- 
American  that  are  not  necessarily  doing  it  either? 

Mr.  KuNJUFU.  Not  only  that,  but  as  it  has  been  often  said,  many 
times  the  enemy  looks  like  us,  that  we  need  to  look  into  the  mirror. 
In  Chicago,  one  of  the  most  progressive  banks  in  the  city  is  not  a 
black  owned  bank.  It  is  South  Shore  Bank,  and  they  have  done 
more  in  the  larger  community. 

Mr.  Ward.  Mr.  Chair,  I  would  just  add  to  that  that  one  of  the 
ways  that  banks  could  help  us  with  this  is  to  help  and  explain  why 
residents  of  inner  cities  can  get  $30,000  to  $40,000  loans  for  cars 
and  not  for  houses.  Help  us  understand  that  mystery,  which  I 
know  that  you  are  working  hard  on  with  the  CRA.  But  the  other 
thing  is,  I  appreciate  the  Huntington  Bank  model  for  this  reason, 
that  they  are  working  with  churches  in  such  a  way  that  there  is 
quid  pro  quo.  They  work  with  churches,  they  will  establish 

Chairman  Flake.  We  don't  use  that  word  in  politics,  but  you 
can 


42 

Mr.  Ward.  That,  for  example,  as  I  talk  to  a  banker  and  explain 
that  model  to  him,  he  said,  well,  is  it  necessary  for  the  banks  to 

F've  back  a  donation  to  the  church  for  every  account  opened?  As 
understand  it  from  Huntington,  the  way  they  do  that  is  that 
there  is  a  percentage  that  they  figure  for  advertisement,  so  they 
figure  if  they  are  working  with  your  church  and  the  people  are 
coming  from  your  church,  that  that  is  the  advertisement,  so  they 
give  a  percentage  of  that  new  account  money  to  the  church. 

Now,  what  that  does  is  that  establishes  a  relationship  with  the 
church.  I  don't  think  that  we  have  to  anymore  feel  like  financial 
institutions  are  doing  us  a  favor  by  coming  and  doing  investment 
seminars  in  our  churches.  They  are  talking  with  possible  consum- 
ers and  customers,  and  if  they  treated  us  more  like  that,  then  we 
would  act  more  like  it. 

Some  bankers  say  to  me,  well,  sometimes  pastors  come  in  and 
they  recommend  people  who  are  not  worthy  of  receiving  a  loan. 
One  of  the  reasons  I  believe  that  happens  is  because  pastors  have 
been  kept  on  the  outside.  Therefore,  they  continue  to  treat  banks 
like  other  because  banks  treat  them  like  other,  rather  than  part- 
ner. If  pastors  are  brought  in  as  partners  and  with  an  ongoing  con- 
tinuing relationship  with  the  bank,  then  pastors  will  be  even  more 
responsible  in  their  recommendations  of  persons  for  loans. 

Chairman  Flake.  All  right.  I  want  to  recognize  Mr.  Tucker  so 
that  he  might  ask  questions  at  this  time. 

Mr.  Graves,  I  understand  you  have  another  session  they  have 
you  running  today.  If  any  of  you  have  to  leave  to  go  to  another  ses- 
sion, we  do  understand  it,  and  I  do  appreciate  your  coming  and 
sharing  with  us.  Thank  you  very  much. 

Mr.  Tucker.  I,  too,  would  just  like  to  add,  thank  you  very  much, 
Mr.  Graves,  and  we  appreciate  your  participation  today. 

First  of  all,  let  me  state  that  this  panel  has  been  excellent  and 
all  the  information  has  certainly  been  stimulating.  We  talked  a  lit- 
tle bit  about,  and  particularlv  Mr.  Kunjufu,  you  talked  about  the 
pooling  of  resources,  particularly  with  the  leadership  within  the 
black  community,  whether  it  be  the  eight  major  denominations  and 
how  much  money  is  spent,  I  think  you  have  quoted  about  $16  bil- 
lion a  year  on  hotels. 

I  query  whether  or  not  we  should  be  looking  to  buy  stock  in  a 
hotel  or  to  own  a  hotel  or  whether  or  not  we  should  be  looking  at 
purchasing  or  getting  stock  in  a  Convention  Center.  The  reason  I 
say  that  is  because  of  a  couple  of  things. 

One  is,  as  you  say,  you  have  got  to,  first  of  all,  get  some  unanim- 
ity between  all  the  different  factions.  You  have  to  also  think  about 
the  fact  that  all  these  different  denominations  have  their  national 
conventions  in  different  cities  every  year,  and  then,  we  had  a  situa- 
tion out  in  Compton,  California,  where  we  had  a  hotel  and  we  had 
a  great  deal  of  management  problems  in  managing  that  hotel. 

So  one  of  the  things  that  happens  very  often  with  a  hotel  is  it 
is  one  of  those  things  where  you  might  get  in  the  door,  but  then 
sustaining  it  and  maintaining  it  is  a  whole  different  thing.  To 
maintain  a  hotel  is  a  very  unique  state  of  art  so  to  speak,  but  my 
question  is  to  you,  what  do  you  think  about  the  merits  of  those 
major  denominations  or  organizations  coming  together  and  saying, 
let's  purchase  a  convention  center? 
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And  I  guess  it  really  comes  to  mind  because  when  we  are  think- 
ing about  the  annual  legislative  conference  this  year,  we  are  think- 
ing about  the  amount  of  money  we  spend  in  the  Washington  Con- 
vention Center.  This  is  an  annual  event  every  year.  Now,  we  know 
that  the  major  money  entities  are  the  national  organizations  and 
every  national  organization  at  one  time  or  another  does  come 
through  Washington  because  it  is  our  Nation's  Capital.  Why 
couldn't  we  or  what  do  you  think  about  the  merits  of  us  pooling 
and  pulling  together,  getting  some  collective  and  aggregate  interest 
in  a  convention  center  facility? 

You  wouldn't  have  to  have  the,  shall  we  say,  the  maintenance  of 
a  hotel,  but  you  know  that  you  would  have  a  facility  that  can  house 
thousands  of  people  on  a  large-scale  basis.  What  do  you  think 
about  that  as  opposed  to 

Mr.  KuNJUFU.  I  think  it  is  an  excellent  idea.  I  can't  think  of 
Answar's  full  name,  the  brother  who  wrote  the  book  called  "Be- 
trayal." Black  leadership  is  simply  raising  the  wrong  questions. 
And  the  question  you  raise  is  the  kind  of  question  we  need  to  have 
on  the  floor.  As  Michael  Lemmons  pointed  out,  the  leaders  of  the 
eight  denominations  have  not  even  thought  about  that  question. 

One,  we  have  $16  billion  from  our  largest  150  organizations.  Earl 
Graves  mentioned  the  possibility  of  just  simply  threatening  one 
chain  or  buying  stock  in  a  particular  chain,  or  as  you  pointed  out, 
simply  trying  to  buy  a  convention  center.  But  the  first  question,  are 
we  serious  enough  to  want  to  put  it  on  the  table  to  discuss  it? 
Many  of  us  have  not  even  looked  at  that  question.  Once  we  put  it 
on  the  table,  then  we  can  deal  with,  you  know,  the  minor  excuses. 

For  example,  we  have  asked  the  Alphas  or  the  Q's  or  the  AKs 
and  other  large  organizations.  What  they  have  responded  to  when 
Walter  Faunteroy  raised  this,  Tony  Brown  has  raised  this,  their 
point  has  been,  we  are  so  large  that  we  have  to  negotiate  with  ho- 
tels 4  to  6  years  in  advance,  and  we  have  already  made  a  commit- 
ment. We  are  so  large — we  understand  these  reasons. 

We  are  so  large  that  we  have  a  body  of  6,000  to  8,000  to  10,000 
people  and  there  is  not — one  hotel  is — it  is  going  to  be  a  very  labo- 
rious and  clumsy  process  trying  to  have  8  to  10,000  people  at  1 
hotel.  So  there  are  some  logistical  issues  that  we  have  to  resolve, 
but  I  think  that  is  secondary  to  the  real  issue:  Do  we  want  to  re- 
solve it?  Do  we  want  to  take  some  ownership  of  the  $16  billion  that 
we  give  to  hotels  and  airlines  and  other  members  of  the  tourist  in- 
dustry? That  is  the  real  issue.  And  so  your  question  is  the  question 
that  we  need  to  raise. 

Mr.  Tucker.  Which  brings  me  to  Mr.  Ward  also  in  that  connec- 
tion, because  you  were  talking  about  the  same  process  of  the  de- 
nominations, coming  together.  You  mentioned  the  insurance  model. 

Seguing  from  Mr.  Kunjufu's  point,  how  often,  how  effective  are 
the  major  denominations  in  coming  together?  I  noticed  when  you 
talk  about  the  insurance  model,  it  seemed  like  it  was  kind  of 
Southeastern  and  I  was  wondering,  are  you  visible  or  are  you  exist- 
ent on  the  west  coast  and  can  you  give  me  some  information? 

And  maybe  it  was  Reverend  Lemmons.  Yes,  it  was  Reverend 
Lemmons,  information  on  how  often  the  major  congregations  are 
meeting?  Is  there  a  growing  dialog  toward  these  kinds  of  issues  on 
hotel  purchase,  conventional  center  purchase? 
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And  the  second  part  of  that  question  is,  can  this  body,  particu- 
larly this  particular  Braintrust,  because  I  am  starting  to  get  some 
indications  that  this  may  be  a  yearly  thing  or  at  least  I  am  going 
to  be  lobbying  the  Reverend  for  that,  but  can  this  particular 
Braintrust  be  effective  in  perhaps  next  year  bringing  those  mem- 
bers of  those  organizations  as  panelists  so  that  we  can  get  some 
type  of  unanimity  on  how  we  can  come  up  with  a  strategic  plan? 

Reverend  Lemmons.  I  will  say  a  couple  things  in  response  to 
your  question.  Congressman.  I  think  the  first  thing  I  would  like  to 
say  is  to  have  everyone  appreciate  the  historical  significance  of  the 
fact  that  the  leadership  of  the  eight  major  black  denominations 
have  come  together  under  an  umbrella  organization.  The  signifi- 
cance of  that  IS  that  it  represents  only  the  second  time  in  the  400- 
year  history  of  African-American  people  where  such  an  organiza- 
tion has  been  formed. 

The  predecessor  organization  was  known  as  the  Fraternal  Coun- 
cil of  Negro  Churches  founded  in  1934,  had  a  lifespan  into  the  late 
1950's,  but  is  the  only  other  organization  that  we  are  aware  of 
where  denominations  have  delegated  leadership  to  sit  around  a 
common  table  to  address  common  concerns.  So  we  should  not  mini- 
mize the  fact  that  that  organization  is  in  existence  and  that  these 
leadership  persons  are  sitting  around  a  common  table  twice  a  year 
through  the  board  meetings  of  the  Congress  to  deliberate  on  these 
agendas. 

The  banking  effort  is  focused  in  the  Southeast,  Congressman, 
principally  because  the  bank  with  which  we  are  doing  business. 
First  Union,  is  found  in  about  10  Southeastern  States.  We  do  hope, 
if  the  model  is  successful,  to  take  it  nationally  and,  in  fact,  have 
been  approached  by  banks  representing  other  parts  of  the  country 
who  are  interested  in  exploring  those  possibilities. 

The  insurance  effort  is  presently  a  national  effort  where  property 
and  casualty  coverages  are  being  offered  through  Preferred  Risk, 
also  through  the  Aetna  Life  and  Casualty  and  we  are  offering  life, 
retirement,  and  disability  products  through  the  Metropolitan  Life 
Insurance  Co.  That  is  a  national  program  and  one  of  the  benefits 
of  that  program  is  we  have  been  successful  at  bringing  on  a  num- 
ber of  black  agents  in  local  cities  around  the  country  to  become  a 
part  of  the  program  and  to  be  licensed  to  sell  insurance  for  these 
major  companies. 

Mr.  Tucker.  Let  me  say  that  I  applaud  your  efforts  and  certainly 
it  is  news  to  me,  or  it  is  educational — it  is  edifying  to  me  what  you 
are  doing,  I  am  sure  to  a  lot  of  other  people  who  are  not  aware, 
and  if  you  have  not  done  it  yet,  although  we  are  in  a  formal  hear- 
ing setting  right  now  and  certainly  the  record  is  going  to  be  taken 
down,  but  if  you  have  not  done  it  yet,  I  would  invite  you  to  impor- 
tune the  chairman  of  the  Caucus  to  come  and  to  address  the  Black 
Caucus  at  a  meeting. 

I  don't  know  if  that  has  happened  yet,  Reverend  Flake,  but  I 
really  believe  that  that  should  happen  because  in  talking  with  all 
the  members  of  the  Black  Caucus,  and  I  know  that  as  I  said,  we 
will  take  this  record  back  to  them.  You  can  educate  even  more 
members  about  what  you  are  doing  so  that  you  can  leverage  what 
you  are  doing  to  a  national  scope  and  to  a  national  extent  per  dis- 
trict with  all  the  members  of  the  Black  Caucus.  Each  and  every 
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member  should  know  about  what  you  are  doing  because  you  have 
members  Hke  Reverend  Flake,  Al  Wynn,  who  are  on  the  Banking 
Committee,  who  can  help  you  in  bringing  other  banks,  aside  from 
First  Union,  to  the  table  to  leverage  what  you  are  already  doing. 
So  I  would  invite  you  to  do  that  post  haste,  even  after  this  hearing. 

Reverend  Lemmons.  We  would  like  to  take  you  up  on  that 
invitation. 

Mr.  Tucker.  I  am  going  to  defer.  Reverend,  to  my  colleague  be- 
cause I  know  he  is  ready  to 

Chairman  Flake.  Thank  you.  At  this  time  we  recognize  Con- 
gressman Wynn. 

Mr.  Wynn.  Thank  you,  Mr.  Chairman.  I  have  a  question.  I  guess 
I  would  start  with  Dr.  Ward,  but  I  think  all  three  panelists  might 
have  some  input. 

Is  there,  I  guess,  a  theological  question  about  the  church  enter- 
ing into  this  type  of  endeavor  that  accounts  for  the  fact  that  not 
as  many  churches  as  we  would  think  have  really  adopted  this  as 
part  of  their  mission?  Is  there  a  kind  of  pull  and  tug,  and  if,  as 
I  suspect  there  is,  can  something  be  done  to  address  this  at  the 
seminary  level,  at  the  university  level  so  that  at  the  same  time  tra- 
ditional theological  teachings  are  being  presented,  the  economic 
models  that  my  colleague.  Reverend  Flake,  mentioned  can  also  be 
incorporated  into  the  thinking  of  the  next  generation  of  ministers? 

Mr.  Ward.  Yes,  Mr.  Wynn.  Thank  you  for  the  question.  The 
problem  in  many  of  our  black  churches  is  the  westernization  of 
Jesus,  is  that,  you  know,  the  saying,  let's  help  save  Jesus  from  his 
followers.  That  is  the  misunderstanding  of  both  Christianity  and 
our  African  heritage.  Others  can  add  to  this.  However,  any  study 
of  African,  traditional  religious  belief  systems  notices  that  there  is 
no  word  for  religion,  no  word  for  religion.  Religion  is  in  everything 
you  do. 

As  Joseph  Beatty  says,  the  African,  it  is  in  the  way  he  parties, 
the  way  he  laughs,  he  takes  it  to  his  fields,  it  is  in  the  way  he 
makes  spears,  it  is  in  the  way  he  makes  arrowheads  and  pottery. 
Religion  is  who  we  are.  There  is  no  separation  between  the  sacred 
and  the  secular  in  traditional  African  religious  belief  systems,  and 
in  legitimate  and  historical  African-American  religious  experience, 
there  is  no  dividing  line.  We  never  had  the  opportunity  from  the 
invisible  institution  in  slavery  through  reconstruction,  whereas  Ed 
Wheeler  talks  about  we  were  involved  in  uplift.  It  was  the  pastor 
who  had  to  help  us  to  learn  how  to  be  family,  help  us  to  learn  how 
to  be  farmers,  and  help  us  to  learn  how  to  have  vocation. 

We  have  never  had  that  luxury,  and  what  we  see  on  television 
and  what  is  called  cheap  grace,  that  kind  of  just  Jesus,  just  Jesus, 
just  Jesus,  that  is  not  our  religious  heritage. 

Our  religious  heritage  is  one  that  helps  the  whole  person,  be- 
cause the  black  church  is  all  we  have  ever  owned.  It  is  still  the 
only  thing  we  own,  and  these  pastors  must  be  seen,  not  just  as 
spiritual  leaders,  but  also  entrepreneurs.  In  the  past,  it  was  the 
only  thing  a  bright  black  man  could  do.  That  is  why  we  started 
businesses.  That  is  why  we  started  burial  societies.  That  is  why  we 
started  nursing  homes  and  housing  programs,  because  that  was  the 
only  place  a  bright  black  man  could  do  his  thing  and  to  be  freed 
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and  praise  God  for  people  like  Earl  Graves  and  others  who  are 
opening  up  and  forging  other  pathways  for  us. 

But  at  United  Theological  Seminary,  we  have  several  doctoral 
programs  that  deal  with  the  issues  of  urban  and  economic  concerns 
in  me  black  community.  Harvard  has  had  a  program,  they  had  a 
seminar.  What  we  are  seeking  to  do  at  United  Theological  Semi- 
nary is  to  have  ongoing  dialog  and  educational  communities  about 
this.  We  have  to  set  up  regional  opportunities  for  study  about  what 
it  means  to  be  in  ministry  in  urban  areas,  and  that  is  precisely  the 
point.  You  cannot  do  it  without  taking  the  economic  well-being  of 
our  people  seriously.  That  is  not  ministry. 

Mr.  Wynn.  Let  me  ask  one  other  question.  In  the  audience  we 
have  one  of  the  ministers  from  my  district,  Rev.  Jonathan  Weaver, 
and  he  has  mobilized  25  ministers  to  look  at  questions  of  selective 
banking,  and  I  would  like  to  get  your  comment  about  how  it  kind 
of  dovetails  our  conversation  about  convention  centers  and  hotels 
about  the  overall  lending  climate,  because  we  are  going  to  have  the 
banking  industry  representatives  shortly. 

What  models  do  you  see  as  being  viable  to  leverage  the  banks  as 
has  been  suggested  we  leverage  the  hotels?  How  do  we  further  le- 
verage the  banks  to  be  more  receptive  to  a  broad  range  of  entre- 
preneurial or  economic  development  projects  in  our  community? 

Mr.  Ward.  I  would  just  very  quickly  speak  to  say  that  one  of  the 
reasons  that  in  my  comments  I  am  attempting  to  recast  the  church 
as  a  business,  now,  when  I  do  that,  I  am  not  afraid  of  the  spiritual 
sides.  We  have  Jesus.  We  are  spiritual  people.  We  don't  have  to  be 
afraid  of  being  businesses. 

We  have  to  legitimize  the  business  part  because,  again,  I  look  at 
churches  as  urban  fortresses  in  a  wilderness.  The  problem  is  that 
the  people  go  into  the  fortress  and  the  soldiers  are  in  there  having 
a  party  and  the  only  connection  we  have  with  the  people  around 
us  in  the  community  is  to  hire  a  security  guard  to  watch  our  cars 
while  we  are  partying,  while  we  are  entertainment  churches  as 
Professor  Kunjufu  so  well  articulates. 

Now,  it  seems  to  me  that  there  are,  and  there  was  a — ABC  did 
an  editorial  about  blacks  and  financial  institutions  several  years 
ago,  and  one  of  the  things  they  said  is  that  financial  institutions 
have  learned  to  ignore  the  black  community  and  the  black  commu- 
nity has  learned  to  get  along  without  financial  institutions.  There 
are  many  middle  class  black  people  in  the  hood  who  have  money, 
but  they  don't  use  banks  because  banks  ignore  them. 

How  do  you  reach  these  people?  You  reach  them  through  infor- 
mal networks,  the  same  way  that  banks  reach  other  people.  The 
problem  is  you  can't  go  to  the  country  club  to  find  these  people. 
You  have  to  go  to  prayer  meeting  and  Bible  study.  Use  these  reli- 
gious leaders  as  people  who  have  connections  to  other  people  with 
money.  That  is  just  business,  just  business.  Just  connections.  Just 
quid  pro  quo,  and  I  am  sorry,  Mr.  Flake,  I  know  it  offends  your 
sensibilities. 

Chairman  Flake.  As  long  as  you  use  it  and  not  us. 

Reverend  Lemmons.  Congressman  Wynn,  we  are  aware  of  the 
model  that  the  Rev.  Jonathan  Weaver  has  given  leadership  to  in 
Prince  Greorges  County  and  think  it  is  a  wonderful  model  and  there 


47 

are  other  local  alliances  of  clergy  around  the  country  who  are  seek- 
ing to  do  similar  kinds  of  things. 

One  of  the  great  weaknesses  we  have  is  that  in  manv  commu- 
nities, we  are  unaware  as  to  where  our  banking  relationships  exist. 
In  some  communities,  churches  are  depositing  vast  sums  of  monies 
in  banks  and  receiving  very  little  in  terms  of  products  and  services 
in  return  and  we  have  no  idea  how  much  money  we  have  invested 
in  those  banks. 

So  one  of  the  very  first  things  we  need  to  begin  to  do  on  the 
church  side  is  to  begin  to  collect  that  information  and  to  make 
some  judgments  about  where  we  are  already  putting  our  money 
and  what  we  should  be  getting  in  return  for  those  investments. 

Mr.  Wynn.  Thank  you  very  much.  I  just  want  Reverend  Weaver 
to  stand  so  people  will  know  who  he  is,  because  I  think  he  has  done 
some  tremendous  work  in  that  area.  Thank  you.  Thank  you,  Mr. 
Chairman. 

Chairman  Flake.  Thank  you  very  much,  Mr.  Wynn  and  Mr. 
Tucker,  and  I  think  one  of  the  things  that  becomes  clear  to  all  of 
us  and  those  of  us  who  are  basically  involved  in  communities  and 
economic  development,  there  are  models  around  the  country. 

I  think  one  thing  United  does  is  obviouslv  give  some  opportuni- 
ties for  the  tradeoffs,  but  I  think  in  the  final  analysis,  what  we  are 
going  to  have  to  do  is  try  to  get  to  the  upper  regions  of  the  oper- 
ations of  these  various  denominations  so  that  we  can  perhaps  send 
the  message  downward. 

I  think  in  some  denominations,  my  own  included,  there  are  ex- 
traordinary situations,  the  Aliens,  the  Bridgestreets,  the  Bethel 
Baltimore  and  Ebenezers  and  Fort  Washingtons  that  are  basically 
leading  the  denominational  charge,  as  opposed  to  it  coming  the 
other  way,  which  makes  it  more  difficult  because  then  you  have  got 
the  internal  political  interplay  that  makes  it  impossible  or  difficult 
for  folk  to  look  at  a  colleague  and  give  credit  for  them  doing  some- 
thing that  is  on  the  cutting  edge. 

So  somehow,  and  I  think  Congressman  Tucker  may  have  hit 
upon  what  we  might  be  able  to  do  in  terms  of  next  year  making 
one  of  the  panels  one  in  which  we  invite  the  eight  heads  of  the 
major  denominations  so  that  we  can  begin  to — now  that  we  have 
brought  it  to  a  congressional  level,  to  begin  to  talk  about  how  we 
might  facilitate  the  means  of  working  together,  because  I  think  this 
is  probably  the  first  time  in  history,  I  am  not  sure,  that  we  have 
dealt  with  the  African-American  church  in  a  congressional  setting, 
in  an  actual  hearing,  and  I  think  what  we  are  able  to  codify  from 
this  will  allow  us  to  be  able  to  be  of  assistance  to  all  of  you  in 
terms  of  what  you  are  trying  to  do. 

I  would  like  to  recognize,  we  talk  about  the  denominational  lead- 
ers, Dr.  Henry  Lyons,  the  newly  elected  president  of  the  National 
Baptist  Convention.  Stand  up.  Dr.  Lyons,  so  they  can  see  who  you 
are.  Out  of  Jacksonville,  Florida,  we  are  happy  to  see  you  sharing. 

Mr.  Lyons.  St.  Petersburg,  Florida. 

Chairman  Flake.  That  is  right,  St.  Petersburg.  I  used  to  do  re- 
vivals there.  Bethel  AME  Church,  and  we  are  happy  to  have  you 
here  in  a  hearing.  And,  hopefully,  we  will  see  you  next  year.  We 
will  extend  an  invitation  right  now  and  we  will  go  forth  to  try  to 
get  all  the  denominational  heads,  because  I  think  it  is  important 


48 

for  us  to  try  to  get  a  focus  from  where  the  denominational  heads 
are  and  to  get  their  attention  on  the  issue  of  economic  develop- 
ment. 

Thank  you,  again,  all  of  those  who  have  participated.  Dr.  Michael 
Lemmons,  Dr.  David  Darryl  Ward,  and  Dr.  Jawanza  Kunjufu. 
Thanks  a  lot.  We  appreciate  it. 

Remember,  there  are  materials  on  the  table  over  there.  Some  of 
them  are  materials  that  have  been  brought  by  the  persons  who  are 
speaking  today.  Also,  remind  you  that  at  1  o'clock,  immediately  fol- 
lowing this  session,  that  we  will  be  in  room  2105.  We  will  have  a 
reception  and  all  of  you  are  invited  to  attend. 

We  will  ask  now  the  third  panel  to  come;  our  final  panel  for  this 
morning.  I  think  we  have  moved  to  the  point  now,  everybody  has 
talked  about  the  role  of  the  partnership  inclusive  of  the  financial 
institutions.  We  would  like  to  have  them  to  come  to  the  table  at 
this  time  so  that  we  might  have  them. 

We  would  like  to  move  toward  the  third  panel  so  that  we  might 
be  able  to  leave  this  room  on  time. 

We  are  waiting  for  the  third  panel.  We  would  like  for  you  to  take 
your  seats  so  that  we  might  conclude  with  the  third  panel  which 
are  the  financial  institutions.  We  would  like  to  begin  the  third 
panel,  so  that  if  you  would  allow  us  to  do  so  by  taking  your  seats 
at  this  time,  and  we  will  leave  the  material  on  the  table  for  you 
to  pick  it  up. 

We  would  like  to  begin  by  presenting  this  third  panel,  which  are 
basically  the  people  who  must  be  a  part  of  any  partnership  of  try- 
ing to  redevelop  African-American  churches  and/or  rebuild  African- 
American  communities,  and  before  we  present  the  panelists,  I 
would  like  to  present  my  colleague,  who  has  been  a  friend  and  sup- 
porter, one  whose  inner  strength  as  it  relates  to  not  only  the  needs 
of  the  Congress  as  a  whole,  but  particularly  in  the  areas  of  my  in- 
terests, and  that  is  housing  and  community  development,  has  been 
expressed  in  almost  every  way  that  one  could  possibly  express  it, 
and  that  is  the  Congressman  from  Massachusetts,  the  Honorable 
Barney  Frank. 

I  don't  think  that  I  know — in  my  term  in  the  Congress,  there  is 
no  one  who  has  expressed  more  forcefully  the  need  for  rebuilding 
of  not  only  the  African -American  community,  but  depressed  com- 
munities throughout  this  Nation  and  has  done  anv  more  in  terms 
of  legislation  than  introducing  the  means  by  which  we  might  par- 
ticipate with  government  agencies  and  banks  than  has  Barney 
Frank,  and  so  I  am  happy  that  he  consented  to  come  in  and  share 
with  us  this  morning. 

I  present  him  now  that  he  might  present  his  statement  and  then 
we  will  present  the  persons  who  are  representatives  of  the  financial 
institutions. 

Mr.  Frank.  Thank  you,  Mr.  Chairman.  I  have  been  very  flattered 
to  be  invited  on  a  regular  basis  to  attend  this  part  of  the  Caucus 
weekend  and  it  has  been  a  chance  for  me  to  learn  and  to  share 
views  with  people  who  have  a  lot  to  teach  us,  and  I  am  always  par- 
ticularly pleased  to  accept  the  invitation  because  it  has  come  for 
the  past,  what,  8  years  now,  fi-om  my  colleague,  Floyd  Flake,  whose 
leadership  on  issues  of  community  development  has  been  very  im- 
portant to  us  in  the  Banking  Committee. 
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I  am  here  to  listen,  but  I  do  want  to  emphasize,  once  again,  that 
the  evidence  has  been  overwhelming  that  if  we  listen  to  those  who 
say  the  free  market  will  take  care  of  everything,  problems  would 
have  gone  uncorrected.  Those  who  try  to  propose  a  situation  in 
which  the  public  sector  or  the  private  sector  have  to  be  at  war  are 
making  a  mistake  and  those  who  view  that  as  an  absolute  subtrac- 
tion are  making  a  mistake. 

What  we  have  found,  and  Floyd  Flake  has  been  one  of  the  lead- 
ers here,  the  private  sector  has  an  essential  role  to  play  in  our  soci- 
ety. It  will  be  the  wealth  creator  and  if  it  does  not  work  well,  we 
will  not  have  the  material  resources  we  need. 

At  the  same  time,  there  is  nothing  automatic  about  the  free  mar- 
ket that  is  going  to  deal  with  social  justice,  with  environment,  with 
prejudice,  and  with  other  things.  I  was  very  surprised  to  see  the 
New  York  Times  the  other  day,  from  a  man  I  usually  agree  with, 
Peter  Basell,  who  is  an  economic  columnist,  and  he  was  suggesting 
that  efforts  by  the  Congress  to  deal  with  redlining  and  with  preju- 
dice are  needed  because  after  all,  the  free  market  works  and  no  fi- 
nancial institution  would  deny  a  loan  based  on  prejudice  because 
it  was  not  in  their  economic  interest  to  do  so,  and  I  did  have  one 
question  that  I  wanted  to  ask  him.  On  what  planet  has  he  been  liv- 
ing and  has  based  his  observation? 

This  notion  that  no  one  ever  discriminates  if  it  is  not  in  sheer 
economic  interests  is  clearly  not  the  real  world,  and  what  the  ma- 
jority of  us  on  the  Banking  Committee  have  done  is  to  say  that  we 
are  going  to  have  the  private  sector  and  public  sector  work  to- 
gether; that  it  is  our  desire  that  we  harness  that  wonderful  mecha- 
nism of  the  market  economy  with  the  incentives  it  gives  people  and 
the  allocation  of  resources  it  gives.  We  are  going  to  harness  it  to 
a  sense  of  responsibility,  and  we  think  we  have  been  successful 
with  things  like  the  Home  Mortgage  Disclosure  Act,  the  legislation 
Floyd  Flake  has  pioneered  with  regard  to  community  development 
institutions. 

We  can  get  the  best  of  both  worlds,  and  what  we  are  here  for, 
of  course,  is  to  be  able  to  get  input  from  yourselves  about  how  to 
do  that.  So  I,  once  again,  thank  my  colleagues  in  the  Congressional 
Black  Caucus  for  their  leadership  and  I  am  honored  by  a  chance 
to  participate. 

Chairman  Flake.  Thank  you  very  much.  Congressman  Frank. 
Most  of  you  have  been  here  most  of  the  morning  and  you  have 
heard  the  other  two  panels  and  you  know  many  of  the  concerns 
that  they  have  registered  as  it  relates  to  the  partnering  role  of  the 
financial  institutions. 

It  is  my  great  pleasure  now  to  present  those  persons  who  will 
testify  on  this  particular  panel.  In  her  role  as  senior  vice  president 
and  director  of  community  investment  at  NationsBank  Corp.,  Ms. 
Catherine  Bessant,  who  has  been  before  me  in  several  hearings,  op- 
erates NationBank's  national  community  investment  policy,  an  ac- 
tive member  of  several  housing  and  community  development  orga- 
nizations. Ms.  Bessant  serves  on  the  board  of  trustees  of  the  Enter- 
prise Foundation,  board  of  directors  for  the  Housing  Round  Table, 
and  the  advisory  board  of  directors  of  the  Martin  Luther  King,  Jr. 
Center  for  Community  Development. 
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She  also  serves  as  treasurer  of  the  board  of  trustees  for  Partners 
for  Livable  Communities  here  in  Washington  DC.  A  native  of  Jack- 
son, Michigan,  Ms.  Bessant  began  her  career  in  banking  12  years 
after  earning  a  bachelor's  degree  in  business  administration  from 
the  University  of  Michigan. 

I  am  pleased,  once  again,  to  welcome  you  to  the  subcommittee, 
and  we  are  always  happy  when  you  leave  because  your  bank  is 
doing  much  in  the  area  of  community  reinvestment,  and  we  are 
real  pleased  with  that. 

Second,  Mr.  George  T.  Farrell  is  the  national  director  of  the  Con- 
gress of  Religious  Credit  Unions.  Under  his  direction,  CRCU  has 
become  the  trade  and  professional  association  for  the  Nation's  800 
religious-based  credit  unions  whose  combined  assets  total  $2.8  bil- 
lion. Former  associate  director  of  the  Washington,  DC,  Housing  Fi- 
nance Agency,  Mr.  Farrell  has  served  as  adviser  to  churches  and 
other  institutions  developing  and  upgrading  their  credit  unions, 
and  when  I  had  an  opportunity  to  meet  with  him  several  months 
ago,  it  is  clear  to  me  that  this  is  one  area  where  we  can  do  much 
more  than  has  been  done  in  the  past  because  many  of  our  churches 
have  credit  unions,  but  they  are  weak,  and  this  association  has 
come  into  being  to  try  to  help  us  to  overcome  some  of  those 
weaknesses. 

Third,  Mr.  Terrance  Duvemay  is  a  newly  appointed  director  of 
CS  First  Boston's  Public  Finance  Department  and  head  of  the  Na- 
tional Urban  Finance  Group  and  today  is  his  first  day  in  his  new 
position,  but  we  need  not  fear  whether  he  is  informed  or  not  since 
he  has  been  at  HUD  previous  to  this  time  before  joining  CS  First 
Boston,  He  was  appointed  by  President  Clinton  to  serve  as  Deputy 
Secretary  of  HUD  with  Secretary  Cisneros,  Mr,  Duvemay  was  re- 
sponsible for  HUD's  urban  and  economic  development  programs,  as 
well  as  the  federally  insured  housing  programs. 

Throughout  his  distinguished  career,  he  has  held  numerous  posi- 
tions within  the  housing  industry  and  has  served  on  a  variety  of 
housing  boards  and  commissions,  and  let  me  thank  you  personally 
for  the  opportunities  that  you  have  given  me  to  come  up  and  speak 
to  HUD  management  to  talk  to  them  about  community  develop- 
ment and  what  needs  to  be  done  and  how  they  might  enhance  their 
role  in  working  with  the  African-American  church.  Thank  you  very 
much. 

And  last,  Ms.  Earlene  Hampton,  who  is  the  vice  president  for 
Chemical  Community  Development  Corp.,  a  nonprofit  team  and 
community  development  within  Chemical  Bank  and  its  Commercial 
Lending  Department.  In  her  capacity,  she  is  responsible  for  CCDI's 
lending  portfolio  of  community  banks,  not-for-profit  organizations, 
and  for  outreach  and  development  within  this  market. 

She  is  currently  undertaking  significant  new  initiatives,  the 
Houses  of  Worships  Program.  The  Houses  of  Worship  Program,  I 
like  that,  and  CCDI  is  expending  loans  up  to  $500,000  to  eligible 
institutions  within  low-  and  moderate-income  communities,  par- 
ticularly focusing  on  African-American  churches.  She  graduated 
from  North  Carolina  Central  University  with  a  B.S.  in  business  ad- 
ministration and  economics.  I  am  pleased  to  welcome  you  as  a  New 
York  banker  to  come  and  share  with  us  this  morning. 
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At  this  time,  we  will  start  with  your  testimony,  Ms.  Bessant.  Any 
of  you  may  give  summaries  of  your  testimony.  We  will  then  have 
a  questioning  session  following  it,  and  we  will  accept  your  complete 
testimony  for  the  record. 

Mr.  Frank.  Floyd  hesitated  when  he  was  reading  your  thing  be- 
cause I  think  it  occurred  to  him  that  he  was  going  to  apply  for  one 
of  your  loans. 

Chairman  Flake.  The  truth  is,  Mr.  Frank,  we  have  already  ap- 
plied for  much  more  than  the  $500,000.  Thank  you  very  much.  Ms. 
Bessant. 

STATEMENT  OF  CATHERINE  BESSANT,  SENIOR  VICE  PRESI- 
DENT AND  PRINCIPAL  COMMUNITY  INVESTMENT  OFFICER, 
NATIONSBANK 

Ms.  Bessant.  Thank  you,  Mr.  Chairman.  My  name  is  Cathy 
Bessant  and  I  am  the  community  investment  executive  for  Nations- 
Bank. I  am  pleased  to  be  here  this  morning  to  discuss  what  we 
think  is  a  very  important  topic  in  the  area  of  community  develop- 
ment. 

NationsBank,  for  those  of  you  who  don't  know,  is  the  fourth  larg- 
est bank  in  the  United  States.  We  serve  neighborhoods  in  over 
1,900  communities  from  Baltimore,  south  to  Miami  and  west  over 
to  El  Paso.  My  written  testimony  is  very  detailed,  but  I  will  try  to 
summarize  here  very  quickly. 

I  would  like  to  begin  by  offering  some  observations  on  what  I 
might  call  the  current  state  of  community  development  financing 
and  the  role  of  African-American  churches.  I  have  four  observa- 
tions. 

First,  African-American  churches  lead  or  participate  in  some  of 
the  most  successful  examples  of  community  development  in  the 
United  States.  We  have  heard  about  a  lot  of  them  this  morning. 

Second,  successful  financing  partnerships  between  banks  and 
Afi-ican-American  churches  are  numerous  and  take  a  wide  variety 
of  forms. 

Third,  Airican-American  churches  are  critical  to  the  success  of 
NationsBank,  particularly  in  helping  us  reach  underserved  commu- 
nities which  were  referred  to  quite  rightly  earlier  as  our  potential 
customers.  Not  only  is  working  with  African-American  churches  the 
right  thing  to  do,  but  we  believe  it  is  absolutely  critical  to  our  busi- 
ness success. 

And  finally,  there  is  a  clear  need  for  financial  institutions  to  ex- 
pand upon  and  leverage  their  role  with  African-American  churches 
providing  community  development  financing. 

Specifically,  as  it  relates  to  financing,  my  testimony  provides  sev- 
eral examples  of  various  financing  structures.  Essentially,  in  the 
transactions  that  we  have  financed,  African -American  churches 
serve  some  very  consistent  roles.  Typically,  they  serve  as  a  source 
of  equity,  providing  either  the  seed  capital,  the  downpayment  as- 
sistance, or  sweat  equity  that  provides  the  base  for  a  bank  loan. 
They  may  serve  as  the  source  of  the  transaction  itself,  often  as  the 
catalyst  for  putting  the  deal  together,  and  oftentimes  as  the 
borrower. 
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Third,  they  may  actually  serve  as  the  source  of  the  lending.  In 
cases  where  the  banks  can't  or  won't  lend,  the  churches  themselves 
often  step  in  in  that  capacity. 

Often,  we  see  the  churches  in  a  role  as  a  convener  of  financing 
resources,  serving  as  a  conduit  to  bring  banks  to  their  congrega- 
tions. And  finally,  and  very  importantly  from  our  perspective,  we 
have  seen  churches  serve  as  the  provider  of  social  services  and 
other  community-based  infrastructure  that  is  critical  to  the  holistic 
development  of  our  neighborhoods. 

As  it  relates  to  NationsBank,  let  me  give  you  two  or  three  exam- 
ples of  some  of  the  things  that  we  are  trying  to  do.  We  have  a  tar- 
geted calling  program  that  includes  African-American  churches 
where  we  go  out  and  for  a  change — solicit  business. 

Second,  we  have  had  successful  community  loan  days  in  every 
State  in  partnership  with  African-American  churches  where  the 
churches  serve  as  sponsors  and  bankers  come  in  either  on  Satur- 
days, Sundays,  or  after  office  hours  to  counsel  potential  borrowers 
and  take  loan  applications.  These  have  served  as  one  of  our  most 
successful  vehicles  for  generating  actual  loan  volume. 

In  terms  of  specific  responses,  here  are  a  couple  of  examples.  We 
have  worked  on  the  Hutchinson  Commons  project  in  Capitol 
Heights,  Maryland.  The  developer  on  the  project  is  the  Interfaith 
Action  Communities,  with  assistance  from  the  Enterprise  Founda- 
tion. The  lAC  is  a  consortium  of  45  local  churches  in  Prince 
Georges  County. 

NationsBank  is  the  lead  lender.  The  other  lenders  are  the 
churches  themselves,  and  the  result  of  this  effort  has  been  85  new 
affordable  housing  town  homes  in  Prince  Greorges  County. 

We  have  worked  with  Ebenezer  AME  Church  in  Fort  Washing- 
ton, Maryland,  on  a  $7.4  million  loan  for  the  construction  of  their 
new  sanctuary.  And  we  have  worked  with  Reverend  Weaver's 
Greater  Mt.  Nebo  AME  Church,  in  partnership  with  30  other 
churches,  to  work  on  refining  and  selecting  their  particular  banks. 

Are  we  where  we  want  or  need  to  be?  Absolutely  not,  but  we  are 
making  considerable  progress  in  that  direction. 

It  is  clear  to  us  as  a  financial  institution  that  the  potential  for 
partnership  is  tremendous.  I  believe  that  this  discussion,  hopefully, 
will  focus  on  what  it  takes  to  take  those  partnerships  to  the  next 
level,  and  I  would  like  to  offer  some  comments  there  as  well. 

First,  I  believe  that  churches  must  expand  their  role  as  what  I 
will  call  bridges  into  underserved  neighborhoods.  Let's  face  it:  No 
matter  what  we  may  tell  you  anecdotally,  banks  are  not  part  of  the 
fabric  of  the  neighborhoods  we  are  trying  to  reach;  churches  are. 
And  churches  can  serve  as  important  bridges  to  help  us  identify  po- 
tential loans  and  identify  who  we  should  be  doing  business  with. 

The  general  message  here  is,  we  need  more  of  the  same,  and  we 
need  to  count  on  the  private  sector  as  well  as  HUD  and  USDA,  like 
we  heard  earlier  this  morning,  to  support  this  bridging  effort. 

Second,  the  other  side  of  that  coin,  is  that  banks  must  expand 
their  capabilities  to  handle  unconventional  financing  structures. 
The  other  thing  that  we  know  is  that  while  community  develop- 
ment lending  is  safe,  it  looks  different  from  the  bread-and-butter 
business  that  banks  do  every  day. 
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Banks  must  find  ways  to  better  address  needs  that  are  a  little 
bit  outside  the  boxes.  We  can  and  do  it  with  loan  consortiums,  and 
we  need  to  do  more  of  that.  We  need  to  enhance  our  underwriting 
capabilities  and  we  need  more  incentives,  like  the  Bank  Enterprise 
Act,  to  help  us  encourage  it  and  help  our  shareholders  support  it. 
We  are  counting  on  Congress  and  on  our  banking  regulators  to  con- 
tinue to  encourage  us  in  that  endeavor. 

Third,  banks  and  churches  must  partner  together  to  educate  con- 
sumers about  their  financial  options.  Now,  in  most  of  the  neighbor- 
hoods where  I  spend  my  time,  banks  are  not  a  financial  provider 
of  choice,  and  unfortunately,  the  financial  providers  of  choice  are 
usually  far  less  attractive.  Working  together  to  educate  consumers 
about  their  financial  options  is  an  incredibly  important  first  step 
in  helping  to  foster  holistic  community  development. 

Finally,  I  believe  that  banks  and  African-American  churches 
must  work  together  to  advocate  change.  I  had  the  opportunity  a 
couple  of  years  ago  to  judge  the  Fannie  Mae  Foundation's  Maxwell 
Awards  for  Excellence  in  Affordable  Housing.  Of  all  of  the  exam- 
ples that  we  saw,  hundreds  of  the  best  examples  of  affordable  hous- 
ing development,  no  two  looked  alike.  The  sources  of  equity  were 
different,  the  role  of  the  public  and  private  sector  were  different, 
and  the  time  it  took  to  put  those  deals  together  was  downright 
embarrassing. 

We  must  have  an  end  to  the  madness  that  is  out  there  in  the 
world  of  community  development  finance.  And  I  firmly  believe,  as 
my  company  does,  that  we  are  much  stronger  in  pursuing  that 
change  when  banks  and  Afi-ican-American  churches  work  together 
than  when  we  work  for  those  same  changes  individually. 

Our  goal  at  NationsBank  is  very  simple;  not  simple  to  achieve 
but  certainly  simple  to  articulate.  We  want  to  be  the  best  commu- 
nity development  lending  bank  in  the  United  States.  And  we  are 
flat  serious  about  getting  it  done  right. 

We  look  forward  to  building  on  our  successful  relationships  with 
Afi'ican-American  churches  and  see  them  as  one  of  the  keys  to  help 
us  achieving  our  objective. 

Thank  you. 

[The  prepared  statement  of  Mr.  Bessant  can  be  found  in  the 
appendix.] 

Chairman  FLAKE.  Thank  you,  veiy  much,  and  I  thank  you  on  be- 
half of  my  friend,  the  Reverend  Granger  Browning,  and  I  know 
that  they  had  to  come  back  several  times  to  get  you  to  increase 
their  loan  package  to  get  that  church  built  in  Prince  Greorges,  and 
Jonathan  Weaver,  who  is  in  the  back,  who  is  my  son  in  tne  min- 
istry, so  treat  him  well  also. 

Thank  you. 

Mr.  George  Farrell. 

STATEMENT  OF  GEORGE  T.  FARRELL,  DIRECTOR,  CONGRESS 
OF  RELIGIOUS  CREDIT  UNIONS,  INC. 

Mr.  Farrell.  Good  afternoon,  Mr.  Chairman.  Good  afternoon, 
Congressman  Frank  and  Congressman  Tucker.  I  appreciate  the  op- 
portunity to  be  here. 

I  come  here  to  this  braintrust  to  offer  solutions,  to  offer  doable 
and  obtainable  solutions.  I  come  here  to  talk  about  credit  unions. 
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The  cooperative  credit  union  movement  was  born  in  Europe  dur- 
ing the  mid-1800's  and  the  first  credit  union  was  organized  in  Bel- 
gium in  1848  during  a  period  of  severe  economic  depression.  At  the 
same  time,  cooperative  credit  societies  were  being  developed  in 
Grermany  to  develop  self-help  vehicles  for  shopkeepers,  urban  work- 
ers, and  farmers. 

These  societies  were  democratically  controlled  and  all  capital 
came  from  the  savings  of  members.  By  the  1900's,  the  credit  union 
movement  crossed  borders  and  came  into  Canada.  By  1909,  the 
first  credit  union  was  organized  in  the  United  States.  It  was  a 
religious-based  credit  union  called  St.  Mary's  Bank.  It  was  started 
in  Manchester,  New  Hampshire. 

By  1935,  38  States  and  the  District  of  Columbia  had  laws  permit- 
ting the  establishment  of  these  credit  unions  and  3,000  were  orga- 
nized. In  1934,  during  another  period  of  economic  depression.  Con- 
gress passed  the  Federal  Credit  Union  Act.  The  act  states:  "To  es- 
tablish a  Federal  credit  union  system,  to  establish  a  further  market 
for  the  securities  of  the  United  States,  to  make  more  available  to 
people  of  small  means  credit  for  profiting  purposes  through  a  na- 
tional system  of  cooperative  credit,  thereby  helping  to  stabilize  the 
credit  structure  of  the  United  States."  That  is  the  basic  structure 
for  which  credit  unions  operate  today. 

If  we  read  this  paragraph  again  and  dissect  it,  we  see  that  people 
of  small  means  and  for  profiting  purposes  hold  the  most  meaning. 
It  is  50  years  later  that  the  anniversary  of  the  Credit  Union  Act 
and  African-Americans  are  in  a  period  of  economic  depression.  This 
is  one  of  the  solutions  that  I  hold  out  for  African -Americans  to  use 
to  remove  themselves  from  this  depression. 

The  Congress  of  Religious  Credit  Unions  is  the  dedicated  group 
that  provides  technical  services,  training,  and  education  solelv  to 
religious  and  fraternal  credit  unions.  At  present,  we  operate  n-om 
Washington,  DC  and  Miami,  Florida. 

As  a  trade  and  professional  organization  for  religious-based  cred- 
it unions,  we  represent  and  protect  the  interests  of  our  members 
before  the  National  Credit  Union  Administration,  which  is  the  Fed- 
eral regulator  and  insurance  for  all  credit  unions,  Federal  credit 
unions  and  State-chartered  credit  unions.  All  these  accounts  are  in- 
sured up  to  $100,000. 

There  are  800  religious-based  credit  unions  and  another  fact  is 
that  300  of  these  are  minority-controlled  institutions  by  black 
churches.  Our  mission  is  to  develop  stronger  credit  unions  through 
training,  information,  and  services,  and  provide  aid  in  the  forma- 
tion and  chartering  of  these  federally  insured  credit  unions. 

To  shorten  my  testimony,  I  will  skip  the  part  where  we  talk 
about  other  things.  But  the  thing  that  I  do  want  to  talk  about  is 
that  credit  unions  help  their  neighbors.  And  as  the  Christian  faith 
teaches  us,  we  must  do  good  by  our  neighbors. 

If  I  shorten  my  testimony,  I  will  speed  this  up  a  little  bit. 

How  do  we  gain  economic  empowerment  and  help  our  neighbors? 
We  can  do  this  by  taking  actions  or  opportunities  which  allow,  en- 
courage, and  develop  the  ability  to  help  those  who  are  powerless, 
oppressed,  or  left  out  of  the  decisionmaking  structure,  and  to  make 
decisions  and  determine  actions  to  increase  control  of  our  own  eco- 
nomic destinies. 
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Inasmuch  as  economic  initiatives  constitute  a  challenge  to  pre- 
vailing practices  in  our  economy,  it  is  all  the  more  important  that 
they  be  undertaken  by  church  groups.  Such  groups  constitute  es- 
tablished economic  powers  in  our  communities. 

Powers  in  our  community  and  what  it  takes  to  bring  about 
change.  And  it  really  takes  God  power  to  bring  about  permanent 
change.  That  is  why  I  am  here.  To  be  successful,  people  from  our 
churches  who  are  involved  in  the  search  for  economic  justice,  must 
make  community  with  people  from  other  religious  groups  and  like- 
minded  people  in  society. 

We  must  seek  ways  to  work  together,  enhancing  rather  than  rep- 
licating efforts.  All  efforts  should  be  geared  toward  the  positive 
support  of  empowering  institutions  in  our  communities.  These  re- 
quire an  understanding  of  the  connections  within  and  between  our 
communities  and  the  willingness  to  act  in  partnership  with  others. 

Church  people  are  themselves  based  in  community  which  can  put 
its  energy  and  resource  behind  an  economic  justice  project,  and  this 
means  mat  they  can  be  effective  participants  in  the  process  of  com- 
munity renewal.  If  directed  toward  areas  of  great  need,  the  finan- 
cial resources  of  religious  communities  could  make  a  significant  dif- 
ference in  economic  development. 

Many  congregations  are  in  areas  in  which  economic  development 
is  severely  hampered  by  the  lack  of  available  capital  for  business 
ventures.  The  religious  community  will  make  a  tremendous  impact 
by  placing  their  own  capital  in  their  own  depository  financial  insti- 
tutions wnere  a  significant  percentage  of  these  funds  could  be  de- 
voted to  economic  development  in  our  own  regions.  Churches  will 
actually  be  creating  jobs  in  high-unemployment  areas.  These  are 
solutions. 

Recently,  in  April  of  this  year,  the  National  Credit  Union  Admin- 
istration expanded  the  powers  of  credit  unions  that  were  based  in 
religious  communities.  They  allowed  them  to  expand  their  charters 
to  serve  their  surrounding  communities.  These  credit  unions  are 
known  as  community  development  credit  unions. 

At  that  time,  138  of  these  credit  unions  existed.  These  credit 
unions  are  financial  cooperatives  where  members  pool  their  money 
in  order  to  make  it  available  on  reasonable  terms  as  loans  to  other 
members. 

Savings  and  money  management  are  encouraged.  The  credit 
union  provides  all  the  services  associated  with  other  depository  fi- 
nancial institutions,  certificates  of  deposits,  IRAs,  checking  ac- 
counts, share  drafts  and  mutual  funds,  and  most  important  for 
small  businesses  insurance  bonding.  Our  African-American  busi- 
nesses always  have  a  hard  time  getting  bonding  when  they  are 
awarded  government  contracts.  This  is  one  thing  that  credit  unions 
can  do. 

Credit  unions  are  organized  on  a  cooperative  model.  One  mem- 
ber, one  vote,  regardless  of  the  number  of  shares  a  member  has. 
The  board  of  directors  and  major  committees  are  made  up  of 
volunteers. 

Recently,  the  national  credit  union  recognized  a  special  type  of 
credit  union  designed  for  lower  income  members.  This  is  called  a 
low-income  credit  union.  Such  a  credit  union  extends  the  oppor- 
tunity   of    credit    union    membership    and    serves    to    low-    and 
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moderate-income  members  in  specific  geographical  areas.  It  pro- 
vides specialized  financial  counseling  and  education  programs  to  its 
members.  This  was  after  much  lobbying  by  us  to  the  NCUA  to  ex- 
pand this  power. 

Inasmuch  as  economic  initiatives  discussed  here  constitute  a 
change  to  the  prevailing  practices  in  our  economy,  it  is  all  the  more 
important  that  we  undertake  these  things  with  church  groups. 

Normally,  credit  unions  may  accept  share  deposits  only  from 
those  in  their  field  of  memberships;  however,  low-income  credit 
unions  may  accept  deposits  from  nonmembers.  These  can  amount 
up  to  20  percent  of  the  overall  deposits.  They  can  be  from  corpora- 
tions, foundations,  other  churches,  and  private  individuals. 

Often  these  deposits  are  made  at  lower  than  market  interest 
rates,  which  enable  the  credit  union  not  only  to  maintain  reason- 
able rates  for  its  members  on  loans  but  also  to  earn  income  to  cover 
its  own  expenses.  Nonmember  deposits  permit  a  credit  union  to 
capitalize  more  quickly  and  assist  more  effectively  in  community 
development  projects. 

Unifying  and  forming  community  development  credit  unions  and 
operating  them  as  professional  depository  financial  institutions  in 
our  communities  can  eliminate  underground  economies  consisting 
of  loan  sharks,  high-interest-rate  check-cashing  shops,  and  neigh- 
borhood appliance  dealers  and  furniture  stores  offering  inflated  in- 
terest rates,  and  pawnshops  that  charge  interest  rates  10  to  20  per- 
cent per  month.  I  call  this  economic  rape. 

The  church  itself  can  assist  community  development  credit 
unions  by  making  longer  term  deposits.  We  have  heard  the  figure 
of  $2  billion  that  the  church  collects  per  year.  We  lose  30  percent 
of  the  $2  billion  every  year.  Only  70  percent  may  stay  in  our  com- 
munities. We  are  not  recirculating  our  capital. 

I  am  going  to  go  on  to  solutions.  I  have  9 — actually  10  solutions 
that  we  can  take  as  individuals,  government  agencies,  and  also  re- 
ligious institutions. 

First,  religious  institutions  across  America,  particularly  African- 
American  churches,  must  unite  and  form  both  multigroup 
associational  credit  unions  and  community  development  credit 
unions  that  provide  full  professional  financial  services  in  a  safe  and 
sound  manner. 

Number  two,  religious  institutions  with  religious-based  credit 
unions  can  and  must  increase  their  fields  of  membership  by  ex- 
panding their  charters  to  include  other  nearby  churches  in  sur- 
rounding communities  and  they  must  upgrade  from  volunteer  to 
professional  staff. 

Three,  SBA,  the  Small  Business  Administration,  currently  does 
not  have  any  programs  that  credit  unions  can  take  advantage  of. 
We  are  developing  a  program  that  uses  current  SBA  guidelines 
that  will  expand  SBA  Loan  Programs  to  credit  union  usage. 

Four,  the  National  Credit  Union  Administration  has  a  $50,000 
limit  on  business  loans.  We  believe  this  limit  should  be  increased 
to  $100,000. 

Five,  the  National  Credit  Union  Program  has  absolutely  no  pro- 
gprams  for  outreach  and  development  of  minority  credit  unions.  It 
is  very  difficult  to  get  them  to  even  identify  the  minority  credit 
unions. 


57 

The  National  Credit  Union  Administration  will  have  a  projected 
surplus,  operational  surplus,  outside  the  insurance  fund  at  $50  mil- 
lion for  1994.  We  suggest  that  10  percent  of  this  money  is  put  aside 
by  the  National  Credit  Union  Aaministration  to  develop  minority 
outreach  programs  for  development  of  small  minority  credit  unions 
in  low-income  areas. 

The  last  suggestion  has  to  do  with  ourselves.  African-Americans 
must  stop  saving  and  banking  where  they  cannot  borrow.  Period. 
That  is  the  end  of  the  story.  Churches  must  do  the  same. 

We  must  stop  doing  businesses  with  financial  rapists  in  our  com- 
munities, including  borrowing  from  pawnshops  and  cashing  checks 
at  liquor  stores. 

Eight,  we  must  be  willing  to  endure  sacrifice  in  developing  these 
community  development  financial  institutions.  We  are  not  discrimi- 
nated against  because  we  are  Baptist,  Methodist,  Catholic,  Epis- 
copalian, Muslim,  CME  or  AME  or  Church  of  God  in  Christ.  We 
are  discriminated  against  because  of  the  color  of  our  skin. 

We  are  here  today  to  talk  about  tomorrow  and  our  children.  I  am 
sure  we  have  all  seen  the  hurt  on  our  children's  faces  when  they 
walk  in  a  store  and  they  are  followed  by  the  salesperson.  The  sales- 
person didn't  say  they  were  Catholic  or  Methodist.  He  noticed  a 
black  child  that  he  thought  was  a  threat. 

We  must  come  together  and  unify  ourselves  so  that  we  can  fight 
this  problem  together.  The  affluent  African-Americans  must  realize 
that  when  it  comes  to  financial  services,  they  are  still  likely  to  face 
discrimination.  It  is  in  their  interest  to  assist  in  the  establishment 
of  safe  and  sound  minority  lending  institutions.  A  Gold  Card  is  not 
a  business  loan. 

In  my  testimony,  I  included  several  case  studies  from  Prince 
Georges  County,  from  Dade  County,  Florida,  and  also  from  Balti- 
more, Maryland,  an  AME  church.  These  involve  the  development 
of  credit  unions. 

I  conclude  my  testimony  and  am  open  for  questions. 

[The  prepared  statement  of  Mr.  Farrell  can  be  found  in  the 
appendix.] 

Chairman  Flake.  Thank  you,  Mr.  Farrell. 

Mr.  Duvernay. 

STATEMENT  OF  TERRANCE  DUVERNAY,  DIRECTOR,  CS  FIRST 

BOSTON 

Mr.  Duvernay.  Thank  you,  Mr.  Chairman,  Congressman  Frank, 
Congressman  Tucker.  I  am  very  honored  to  spend  my  first  day  at 
CS  Boston  taking  part  in  this  important  dialog  on  empowering  the 
African-American  community.  Not  only  is  this  my  first  day  with  CS 
First  Boston,  but  this  is  my  first  day  in  the  private  sector,  period. 

Being  here  among  friends,  however,  who  hold  the  same  values 
for  an  improved  quality  of  life  in  our  communities  makes  the  cul- 
ture shock  of  that  idea  moving  from  three  decades  of  public  service 
to  the  private  sector  much  less  jolting,  and  I  thank  you  very  much 
for  allowing  me  to  be  here. 

I  would  like  to  take  the  opportunity  further  to  thank  Congress- 
man Flake  for  inviting  me  to  be  here  to  allow  my  thoughts  for 
making  the  transition  from  being  Deputy  Secretary  of  HUD  one 
day  to  an  investment  banker  the  next  day  so  pleasant,  and  to  com- 
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mend  all  members,  Congressmen  Frank,  Flake,  Tucker,  and  Wjmn, 
for  focusing  on  such  an  important  topic. 

The  very  subject  that  we  are  here  to  discuss  today,  forging  part- 
nerships to  empower  the  African-American  community,  nas  oeen 
woven  into  my  goals  throughout  my  career  path,  including  my 
move  to  the  private  sector.  And  it  will  also  be  a  part  of  my  efforts 
to  have  more  and  more  African-Americans  realize  the  dream  that 
began  so  many  years  ago. 

It  was  during  the  time  when  Martin  Luther  King  marched  down 
the  streets  of  Auburn  Avenue  in  Atlanta  or  the  streets  of  Chicago 
or  Detroit  or  Birmingham  or  Washington  or  Memphis  for  freedom 
justice  and  equality.  He  was  developing  America's  first  true 
empowerment  strategy. 

Ahead  of  his  time,  he  understood  the  connection  between  freedom 
and  empowerment.  He  knew  that  in  order  for  people  to  be  free, 
they  had  to  be  empowered,  and  that  was  the  moral  compass  from 
which  he  operated. 

It  was  in  his  "American  Dream"  speech  that  Dr.  King  said:  We 
are  caught  in  an  inescapable  network  of  mutuality  tied  in  a  single 
garment  of  destiny.  Whatever  affects  one  directly,  affects  all  indi- 
rectly. As  long  as  there  is  poverty  in  this  world,  no  man  can  be  to- 
tally rich,  even  if  he  has  $1  billion.  Strangely  enough,  I  can  never 
be  what  I  want  to  be  until  you  are  what  you  ought  to  be.  You  can 
never  be  what  you  ought  to  be  until  I  am  what  I  ought  to  be.  That 
is  the  way  the  world  is  made.  It  is  the  interrelated  structure  of 
reality. 

You  and  I  know  what  Dr.  King  was  saying  then,  that  commu- 
nities of  those  that  have  cannot  be  truly  free  until  the  communities 
that  have  not  are  also. 

While  Deputy  Secretary  of  HUD,  I  talked  a  lot  about  enterprise 
zones  and  empowerment  communities  as  the  first  step,  a  big  step 
toward  a  single  destiny  of  hope  and  opportunity.  This  is  the  admin- 
istration's strategy  around  the  country  for  social  and  economic 
change. 

Unlike  previous  programs  to  help  cities  and  communities, 
empowerment  zones,  and  enterprise  communities  depend  on  local 
ideas,  and  local  strategies,  all  of  them  different,  and  tailor  made  to 
that  specific  community. 

No  one  knows  their  community,  the  people  and  the  needs  any 
better  than  the  African-American  church.  The  African-American 
church  has  the  stability,  the  knowledge,  and  the  position  in  the 
community  to  advance  self-empowerment  and  community 
empowerment  significantly.  If  we  want  our  youth  and  communities 
to  say  no  to  violence,  no  to  crime,  we  must  give  them  something 
to  say  yes  to. 

Empowerment  is  about  finding  ways  for  people  in  your  neighbor- 
hoods to  say  yes.  Some  of  the  key  principles  that  would  guide  that 
empowerment  are  economic  opportunity,  sustainable  economic  de- 
velopment, and  community-based  partnerships. 

The  public  and  the  private  sector  should  also  take  cue  from  the 
successful  enterprise  of  African-American  churches.  Large  ones  and 
small  ones,  we  have  seen  a  rise  in  the  number  of  churches  that 
build  houses,  build  schools,  that  buy  investment  property,  that  cre- 
ate jobs. 
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You  have  heard  today  the  leadership  of  Congressman  Flake  in 
his  own  community  and  the  work  that  he  is  doing,  and  the  work 
that  others  are  doing  across  this  country  to  bring  new  life  to  the 
areas  they  serve.  It  is  reminiscent  of  what  Dr.  King  saiid,  that  the 
history  of  our  Nation  is  the  history  of  a  long  and  tireless  effort  to 
broaden  the  franchise  of  American  citizens. 

Throughout  my  career  in  the  public  sector,  my  commitment  has 
been  the  neighborhoods.  It  has  been  the  communities.  It  has  been 
to  improve  the  quality  of  life  in  our  cities.  I  would  like  to  think  that 
I  tried  every  imaginable  approach  from  a  public  sector  perspective. 
My  challenge  to  the  private  sector  side  is  to  find  new  approaches 
with  communities  to  help  solve  those  problems. 

Honestly,  I  hope  that  I  not  only  find  a  way  to  help  deliver  some 
of  the  necessary  financial  resources  but  also  to  make  the  private 
sector  look  a  little  bit  more  like  the  public  sector,  like  the  neighbor- 
hood, like  the  communities  we  all  want  to  serve. 

I  thank  you  very  much  for  allowing  me  to  be  here.  I  have  sum- 
marized my  statement.  The  statement  in  its  entirety  is  included  for 
the  record. 

[The  prepared  statement  of  Mr.  Duvernay  can  be  found  in  the 
appendix.] 

Chairman  FLAKE.  Thank  you  very  much,  and  we  will  accept  it  by 
unanimous  consent. 

Ms.  Hampton  from  Chemical  Bank,  we  are  happy  to  welcome  you 
here  today. 

STATEMENT  OF  EARLENE  HAMPTON,  VICE  PRESmENT,  CHEM- 
ICAL COMMUNITY  DEVELOPMENT,  INC.,  CHEMICAL  BANK 

Ms.  Hampton.  Good  afternoon.  Thank  you,  Congressman  Flake, 
for  inviting  Chemical  Bank  to  participate  in  the  24th  Annual  Con- 
gressional Black  Caucus  legislative  weekend.  With  your  permis- 
sion, Mr.  Chairman,  I  would  like  to  summarize  Chemical  Bank's 
testimony. 

Chemical  Bank  Community  Development,  Inc.,  known  as  CCDI, 
is  a  subsidiary  of  Chemical  Bank.  When  Chemical  Bank  and  Manu- 
facturers Hanover  merged  in  January  1992,  CCDI  was  created.  We 
have  a  staff  of  60  people  that  provide  grants,  affordable  housing 
loans,  commercial  and  retail  real  estate  loans,  small  business 
loans,  not-for-profit  loans,  and  minority-  and  women-owned  entre- 
preneurship  program.  We  have  received  an  outstanding  rating  from 
CRA.  We  have  also  been  named  the  number  one  bank  by  the  city 
of  New  York  for  economic  development. 

While  there  are  many  aspects  of  our  overall  program,  I  would 
like  to  spend  the  next  few  minutes  discussing  one:  The  commercial 
lending  unit.  The  commercial  lending  unit  in  CCDI  mandate  is  eco- 
nomic development  lending  and  community-based  not-for-profit 
lending  in  low-  to  moderate-income  communities.  We  defined  eco- 
nomic development  lending  as  small  business  lending.  That  is 
where  we  do  most  of  our  SBA  lending  and  can-do  loans. 

My  focus  this  morning  is  the  not-for-profit  lending,  specifically 
the  churches.  Chemical  is  the  leader  in  lending  to  not-for-profit  or- 
ganizations, and  providing  them  with  a  full  range  of  financial  serv- 
ices. We  have  continued  to  innovate  by  developing  products  that 


60 

meet  the  special  needs  of  the  not-for-profit  community  that  we 
serve. 

Our  latest  product  is  our  Houses  of  Worship  Program.  We  are 
reaching  out  to  eligible  churches  with  loans  up  to  $500,000.  As 
with  any  loan,  we  are  interested  in  the  financial  condition  of  the 
church.  And,  of  course,  the  church's  ability  to  repay  the  loan. 

Our  criteria  for  lending  to  churches  is  similar  to  that  of  other 
community-based,  not-for-profit  organizations.  We  look  for  the 
same  basic  things  such  as  3  years  of  audited  financial  statements, 
cash-flow  projections,  history  of  the  organization,  and  in  giving  the 
history,  we  look  for  your  fund-raising  experience,  but  we  know  that 
in  the  churches  that  is  typicallv  where  a  lot  of  the  revenue  is  com- 
ing from,  the  fundraising  and  tne  tithes. 

We  want  to  know  information  on  your  membership.  And  I  under- 
stand that  as  a  lender,  that  pledges  by  parishioners  are  made  in 
good  faith  but  they  cannot  be  enforced  and  they  are  subject  to  un- 
predictable factors.  We  understand  that. 

We  like  to  get  a  copy  of  the  senior  pastor's  resume  because  man- 
agement is  important.  Management  is  the  key  to  any  operation.  It 
is  imperative  in  making  a  credit  decision  to  assess  management. 

In  addition  to  looking  at  the  resume  of  the  senior  pastor,  we  also 
look  at  his  associate.  Maybe  not  a  complete  resume,  but  at  least 
a  paragraph  on  him.  We  like  to  know  about  the  treasurer  of  your 
organization.  And  we  also  need  to  know  about  your  finance  commit- 
tee, who  makes  up  the  finance  committee,  and  also  a  list  of  your 
board  members. 

These  are  some  of  the  things  that  we  look  for  when  we  are  look- 
ing at  a  package  to  come  up  with  a  decision  to  approve  your  loan. 
I  believe  that  Chemical  Bank  has  created  a  meaningful  vehicle  to 
enable  the  black  church  to  be  empowered  to  affect  change  in  its 
community.  The  challenge  for  the  church  is  to  be  effective  at  both 
meeting  the  spiritual  needs  of  its  congregation  and  being  in  the 
business  of  committee  development. 

If  the  church  is  successful  at  both  roles,  a  mutually  beneficial  re- 
lationship between  financial  institutions  and  the  churches  can  be 
developed. 

It  is  not  something  that  is  going  to  be  done  overnight.  But 
through  hard  work,  forums  like  this,  and  a  real  commitment,  both 
the  financial  institutions  and  the  churches  can  respond  to  one  an- 
other. The  church  can  then  affect  positive  change  in  the  minority 
commimity. 

In  closing,  I  would  like  to  say  that  at  Chemical  we  stand  ready 
to  work  in  partnership  with  churches  to  revitalize  our  communities. 

Thank  you. 

Chairman  Flake.  Thank  you  very  much,  Ms.  Hampton. 

We  have  about  12  minutes  for  questions,  and  so  I  am  going  to 
start  by  asking  Mr.  Tucker. 

Mr.  Tucker.  Thank  you  very  much.  Reverend. 

First  of  all,  let  me  iust  commend  the  panel  for  coming  today  and 
giving  us  a  lot  of  good  information. 

Let  me  start  off  with  you,  Ms.  Bessant.  I  appreciated  your  record 
and  what  you  are  doing,  and  obviously  interrelated  into  a  lot  of 
persons  who  have  been  involved  with  today's  braintrust,  some  real 
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concrete  examples  of  projects  that  are  going  on  right  before  our 
eyes. 

But  even  more  than  that,  I  appreciated  your  challenge  to  us  as 
to  how  we  can  get  to  the  next  level.  I  think  that  what  you  have 
told  us  is  extremely  important  and  hopefully  we  can  take  this  testi- 
mony and  leverage  it  nationally  so  that  more  banks — ^it  is  good  to 
have  NationsBank  and  Chemical  Bank  here,  but  our  goal  is  to 
make  sure  that  all  the  banks,  and  particularly  the  predominant 
banks  in  this  country  in  the  majority  market,  take  on  that  attitude, 
if  you  will,  of  outreach. 

I  have  said  so  many  times  before  that  if  you  don't  want  to  do 
what  is  right  for  moral  reasons,  then  do  what  is  right  for  economic 
reasons,  and  certainly  that  was  the  bottom  line  of  your  testimony. 
If  for  no  other  reason  than  economics,  then  certainly  the  outreach 
and  developing  potential  customers  is  something  that  should  be 
done. 

You  are  based  here  in  Washington;  is  that  correct? 

Ms.  Bessant.  I  am. 

Mr.  Tucker.  Does  NationsBank  do  anything  in  terms  of 
partnershipping  with  other  banks  nationally?  I  am  from  the  west 
coast,  from  California.  I  am  wondering  whether  or  not  if  all  of  your 
activity — you  mentioned  the  breadth  of  NationsBank.  Is  there  any 
west  coast  connection?  Do  you  partnership  with  any  banks  out 
there? 

Ms.  Bessant.  We  partner  with  other  banks  frequently  but  it 
would  be  driven  by  the  banks  in  that  individual  market.  And,  for 
example,  in  the  Washington  housing  partnership,  we  would  have 
Washington  area  bankers  as  a  part  of  that.  It  is  driven  by  the  local 
community  more  than  it  is  nationally. 

Mr.  Tucker.  You  don't  have  any  examples  of  partnershipping 
with  any  banks,  say,  in  the  Western  region  of  the  United  States? 

Ms.  Bessant.  Not  particularly,  no.  We  have  got  several  kinds  of 
efforts  where  we  undertake  them  jointly.  For  example,  we  have  a 
partnership  that  reaches  our  10  States  with  NAACP,  and  U.S. 
Bank  out  on  the  west  coast  has  a  similar  partnership.  So  it  is  the 
same  program  but  run  by  different  banks  in  different  regions  or  a 
similar  program. 

Chairman  Flake.  You  might  be  interested  to  know,  Mr.  Tucker, 
their  chairman  has  said  that  he  is  going  national  and  he  is  going 
to  buy  up  any  bank  in  any  part  of  the  country  that  he  can. 

Mr.  Tucker.  With  the  agenda  that  he  has,  he  has  got  my  vote. 

Real  quickly,  Mr.  Farrell,  once  again,  your  comments  were  very 
cogent  and  you  also  talked  about  taking  us  to  the  next  level:  Solu- 
tions. There  were  a  couple  of  comments  you  made — and  I  am  on 
the  Small  Business  Committee  so  I  am  concerned.  You  made  a 
comment  about  SBA  loans  not  being  available  to  credit  unions.  I 
think  it  was  number  3  on  your  10-point  solutions. 

Mr.  Farrell.  Currently,  the  SBA  Loan  Guarantee  Programs  are 
only  done  through  banks  and  other  lenders  they  deem  fit.  Credit 
unions  are  insured  depository  unions,  but  the  SBA  has  not  reached 
out  to  credit  unions  to  extend  their  programs  to  credit  unions. 
There  is  no  regulatory  burden.  It  just  has  not  been  done. 

There  are  12,000  credit  unions  in  the  United  States  that  are  fed- 
erally insured,  which  is  pretty  close  to  the  same  number  of  banks 
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that  are  federally  insured.  And  this  change  in  the  SBA  would  ex- 
tend to  them  12,000  new  participating  lenders. 

Not  only  that,  credit  unions  tend  to  lend  lower  dollar  amounts; 
so  $100,000  would  be  their  limit  for  business  loans  anyway.  So  this 
would  be  a  good  fit  if  these  two  branches  were  to  talk  and  come 
together.  So  this  is  a  change  of  attitude,  not  a  regulatory  change. 

Mr.  Tucker.  I  would  like  to  work  with  you  on  that.  We  will  get 
your  card  afterwards  and  contact  you. 

Mr.  Chairman,  I  know  time  is  short  so,  I  will  defer  to  you  and 
my  colleague. 

Chairman  Flake.  Mr.  Frank. 

Mr.  Frank.  Thank  you. 

The  last  time  I  was  questioning  anybody  in  this  room,  as  were 
you,  it  was  about  that  Whitewater  foolishness.  So  it  is  nice  to  be 
back  here  and  talking  about  real  things  with  serious  people. 

I  want  to  follow  up  on  the  credit  union  issue,  but  on  the  other 
hand,  as  I  think  some  of  your  colleagues  might  know,  we  also  have 
to  be  careful.  Let's  not  kid  ourselves,  that  we  don't  raise  that  issue 
of  the  credit  unions  taking  away  bank  business  with  the  competi- 
tive advantages  the  law  gives  them. 

If  it  is  business  that  the  banks  hadn't  been  willing  to  touch,  they 
can't  make  that  argument.  But  it  is  important  that  when  we  do 
this  that  we  make  it  clear  that  we  are  talking  about  an  area,  for 
instance,  low-dollar  loans  which  a  lot  of  banks  don't  want  to  touch. 
But  we  don't  want  to  rekindle  that  issue  of  the  credit  unions  going 
beyond  what  they  are  supposed  to  do. 

Mr.  Farrell.  You  are  correct,  Mr.  Frank.  Most  credit  unions 
don't  make  large  dollar  loans,  and  they  probably  never  will.  So  they 
are  not  competing  with  the  large  money  center  banks  like  Nations 
or  CS  First  Boston. 

The  other  point  I  would  like  to  make  is  that  I  am  looking  to  de- 
velop credit  unions  that  will  compete  with  the  pawnshops  that  are 
in  low-income  communities,  and  the  check-cashing  outlets.  So  the 
banks  are  not  in  those  communities. 

Mr.  Frank.  Very  important.  I  agree  with  that.  And  I  think  that 
we  want  to  be  very  clear  this  way.  And  we  may  be  calling  the 
banks'  bluflf,  because  if  they  say,  gee,  you  are  taking  this  away 
from  us.  And  we  say,  if  you  are  telling  us  that  you  want  to  do  it, 
we  are  willing  to  listen. 

But  let  me  just  ask  one  question  of  Mr.  Duvernay.  I  am  delighted 
to  have  someone  with  his  experience  and  sensitivity  in  a  major  po- 
sition at  First  Boston.  The  Boston  in  that  title  is  purely  honorary, 
because  I  don't  hang  around  Boston  very  much. 

One  of  the  issues  that  we  have  is  that  the  Community  Reinvest- 
ment Act,  that  is  such  an  important  |foal  I  believe  to  getting  enti- 
ties to  perform,  applies  to  depository  mstitutions  but  doesn't  apply 
to  insurance  companies,  investment  banks,  other  institutions  which 
are  increasingly  important. 

This  is  the  first  day,  so  I  don't  expect  you  to  have  a  formed  opin- 
ion on  this,  but  I  hope  you  will  be  willing  to  tell  us  that  you  will 
work  with  us.  And  I  know  that  companies  are  not  going  to  want 
to  do  it.  But  we  are  not  asking  them  whether  they  want  us  to  do 
it,  but  if  we  decide  to  do  it,  will  they  be  willing  to  work  with  us 
as  to  how  best  to  do  it. 
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I  would  think  it  would  be  the  experience  of  our  two  friends  from 
the  banking  industry  that  CRA  has  been  helpful.  And  the  kind  of 
eflforts  that  you  would  be  talking  about  might  be  helped  if  people 
thought  that  legislation  was  coming. 

Mr.  DuvERNAY.  Well,  I  certainly,  individually,  would  be  happy  to 
work  with  you  on  it.  Since  I  have  not  been  one  day  in  office  at  CS 
First  Boston,  I  won't  speak  for  them.  What  I  can  tell  you  that  re- 
lates, is  the  whole  idea  behind  the  position  that  they  have  asked 
me  to  come  to  is  to  find  a  way  to  bring  investment  into  the  kinds 
of  communities  that  CRA  would  apply  to. 

We  think  that  that  has  not  happened.  They  think  that  we  can 
marry  30  years  of  public  sector  experience  with  private  resources 
to  do  that  willingly,  and  to  find  a  profit  reason  to  do  it  as  well  as 
one  that  is  important  to  the  growth  of  communities.  So  that  is 
really  why. 

Mr.  Frank.  They  should  know,  you  can  tell  them,  that  there  is 
growing  interest  here  in  maybe  legislating  that  way.  And  if  they 
don't  like  legislation,  and  most  entities  would  rather  us  not  legis- 
late, the  easiest  way  for  them  to  defeat  the  legislation  is  to  get 
around  to  doing  it  before  we  mandate  it. 

The  only  complaint  I  would  have,  you  just  mentioned  30  years, 
somebody  else  just  mentioned  in  the  testimony  that  it  has  been  32 
years  since  Dr.  King  said  something.  And  I  showed  that  to  Con- 
gressman Flake,  and  we  are  starting  to  feel  very  old.  So  I  wish  peo- 
ple would  stop  making  these  30-year  references  to  things  I  can 
remember. 

Mr.  DuvERNAY.  I  lived  it  too.  Congressman. 

Chairman  Flake.  Just  one  question  for  Chemical  in  terms  of  the 
Houses  of  Worship  Program  and,  of  course,  in  conformity  with  the 
necessity  of  the  seven  points  that  you  make  in  terms  of  what  you 
are  looking  for.  Is  it  possible,  given  that  as  I  am  sure  you  have  dis- 
covered in  Nations  in  particular,  dealing  with  the  number  of 
churches  who  do  not  have  the  capacity,  the  internal  capacity,  say 
of  a  church  like  the  one  I  pastor,  but  who  need  this  kind  of  infor- 
mation to  be  able  to  present  its  package  to  you,  in  putting  together 
this  Houses  of  Worship  Program,  was  any  thought  given  to  the  de- 
velopment of  a  technical  component  to  assist  them  in  developing 
accounting  systems  and  the  legal  and  all  that  goes  into  being  in  a 
position  to  respond  in  the  areas  that  you  suggest  and  require  that 
they  respond  if  they  apply  for  a  loan? 

Ms.  Hampton.  Well,  what  we  have  done  along  those  lines,  Mr. 
Chairman,  is  that  at  the  request  of  the  church,  we  have  had 
churches  to  come  to  us  and  say,  we  need  some  help.  So  we  have 
gone  out  to  the  churches  and  conducted  a  series  of  workshops 
which  we  call  our  Banking  101. 

And  in  those  series,  it  will  take  whatever  the  formed  church 
would  like.  In  fact,  one  church  in  particular  that  we  did  that  for, 
the  minister  there  wanted  this  for  the  congregation,  not  only  for 
the  ones  that  wanted  to  know  about  how  to  open  up  a  checking  ac- 
count or  what  to  do,  but  also  for  those  congregants  that  were  inter- 
ested in  opening  up  small  businesses.  You  know,  how  to  write  a 
business  plan. 

So  we  do  have,  like  technical  assistance  if  they  request  that  from 
us. 
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Chairman  Flake.  So  they  have  access  to  that? 

Ms.  Hampton.  Yes. 

Chairman  Flake.  It  is  available  by  request. 

Ms.  Hampton.  Yes. 

Chairman  FLAKE.  So  that  would  meet  the  basic  need  that  was 
addressed  in  one  of  the  other  panels  in  terms  of  trying  to  create 
an  incubator  where  people  can,  in  fact,  get  the  benefit  of  services 
that  in  some  instances  they  can't  even  afford.  Is  that  the  same  for 
NationsBank? 

Ms.  Bessant.  Yes,  absolutely.  All  of  our  partnerships  involve 
technical  assistance  because  we  have  found  that  to  be  so  critical. 
I  would  say  one  of  the  models  where  it  ends  up  being  most  success- 
ful is  where  the  churches  come  together  and  can  learn  or  develop 
the  infrastructure  for  that  business  planning  or  that  accounting  or 
that  legal  in  a  multichurch  form  at.  It  is  very  important  from  a  cost 
perspective  as  well. 

Chairman  Flake.  Which  brings  me  to  another  point  with  Chemi- 
cal. You  funded  part  of  my  partnership  homes  development  as  well 
as  some  of  the  other  partnership  homes  in  the  community.  And  the 
500  units  that  are  being  built  by  the  consortium  of  Southeast 
Greens  clergy,  the  500  churches.  Is  it  easier  for  the  banks  to  deal 
with  the  consortiums  than  it  is  to  deal  with  the  number  of  individ- 
ual banks? 

Because  when  we  got  the  Fannie  Mae  Guaranty  to  do  the  500 
units  for  the  Southeast  Greens  clergy,  there  was  really  no  real 
fight  with  the  banks.  As  a  matter  of  fact,  you  and  Republic  battled 
until  we  agreed  to  divide  it  between  you.  There  was  no  real — the 
usual  arguments  of  not  funding  were  not  there. 

Is  that  an  easier  process  to  do  the  consortiums  as  opposed  to  just 
a  number  of  individual  banks? 

Ms.  Hampton.  I  have  not  personally  had  that  experience  yet,  but 
I  would  think  that  it  would  be  just  based  on  the  fact  that  when  you 
deal  with  a  group  collectively  rather  than  dealing  with  individual 
churches. 

Chairman  Flake.  That  works  well  in  terms  of  housing  and  some 
of  the  other  kinds  of  components,  but  what  do  you  do — I  looked  at 
vour  loan  limit  of  $500,000.  Obviously,  in  New  York  City  you  don't 
build  much  of  a  house  of  worship  for  $500,000.  You  know  what  my 
loan  package  is.  So  the  reality  is,  is  it  beyond  that  limit  that  you 
actually  have  the  difficulty,  then,  of  trying  to  find  churches  that 
really  can  qualify  and  the  means  that  you  would  want  for  your 
loans? 

Ms.  Hampton.  Now,  what  my  experience  has  been  is  that  most 
of  the  requests  that  I  have  received  have  been  under  $500,000.  The 
exceptions  have  been  the  ones  that  are  like  $1  million  or  $2  million 
or  $3  million  or  whatever.  But  most  of  the  requests  like  on  a  regu- 
lar basis,  you  know,  from  the  branch  system,  we  get  calls  every 
week  from  various  communities  looks  for  a  loan  to  either  expand 
their  sanctuary  or  replace  a  roof  or  whatever. 

Chairman  Flake.  In  a  case  like  your  case,  and  I  know  that  in 
the  Ebenezer  situation,  you  did,  I  think  you  started  at  six  and  then 
you — two  times  they  came  back  and  you  extended  the  loan  and  you 
are  up  to  eight  now.  And  I  think  that  my  loan  package  is  now  $8 
million  with  the  banks. 
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When  that  kind  of  loan  request  comes  in  from  an  African- 
American  church,  what  is  the  bank's  initial  reaction?  Do  they  see 
us  all  as  storefront?  Do  they  think  that  the  capacity  could  not  pos- 
sibly be  there  to  repay  that  kind  of  loan? 

Ms.  Bessant.  I  think  for  NationsBank  our  reaction  is  very  favor- 
able because,  quite  honestly,  because  the  typical  community  devel- 
opment deal  takes  longer  to  put  together  and  can  be  very  com- 
plicated with  different  sources  of  financing,  the  larger  dollar 
amount,  the  more  we  end  up  making  for  the  same  effort. 

So  we  prefer  to  see  larger  transactions  and  the  smallest  one  that 
I  talked  about  is  $3  million.  So  our  experience  has  been  different. 
We  don't  see  applications  under  $3  million.  And  as  it  relates  to  the 
ease  of  consortiums  versus  the  individual  churches,  I  think  it  de- 
pends on  the  underlying  transaction. 

The  reason  that  the  base  of  the  church  or  churches  is  different 
is  depending  on  the  size  of  the  loan  that  is  involved.  So  if  it  is  a 
smaller  community  development  project  we  are  talking  about,  a 
church  can  do  that  one  individually.  As  they  get  bigger,  consor- 
tiums work. 

Chairman  Flake.  Let  me  thank  all  of  you  for  sharing  with  us 
today,  for  coming  and  participating.  I  hope  that  this  represents  the 
beginning  of  a  long-term  partnership  that  will  ultimately  bring  us 
to  that  day  when  we  look  at  these  underdeveloped  communities  not 
as  places  as  they  are,  as  I  will  say  in  my  sermon  tomorrow,  grave- 
yards, but  rather  fields  of  opportunity,  and  as  you  see  them  as 
fields  of  opportunity,  to  understand  that  if  you  make  the  invest- 
ment in  them,  the  possibility  of  getting  returns  are  great  as  getting 
returns  anywhere  else. 

And  as  I  have  said  to  your  chairman,  Mr.  Shiply,  that  if  you  are 
prepared  to  take  the  risk  of  investing  in  Third  World  countries  and 
then  being  willing  to  write  that  debt  off,  we  must  admit  that  there 
is  a  third  world  nation  within  our  own  borders.  And  if  we  take  the 
same  kinds  of  risks,  we  have  a  greater  chance,  one  of  strengthening 
the  Nation,  but  also  of  getting  a  return  on  that  investment. 

Thank  you  very  much.  We  appreciate  your  coming. 

I  thank  Congressman  Tucker,  Congressman  Frank,  and  Con- 
gressman Wynn,  who  has  been  with  us  most  of  the  morning  for  the 
opportunity  for  us  to  share  with  you. 

Remember,  there  is  information  on  the  other  side.  We  have  a  re- 
ception in  room  2105  in  this  building,  which  is  around  the  comer 
to  my  right.  Thank  you  very  much. 

[Whereupon,  at  1:04  p.m.,  the  hearing  was  adjourned.] 
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Good  morning  ladies  and  gentlemen.  I  am  pleased  to  welcome  you  to 
this  Congressional  Black  Caucus  Braintnist  and  Hearing  which  is  co-chaired 
by  Congressman  Albert  Wynn,  (D-MD)  and  Congressman  Walter  Tucker,  (D- 
CA).  I  would  like  to  extend  a  special  welcome  to  those  of  you  who  have 
traveled  here  from  across  the  nation  to  attend  this  year's  Annual  Legislative 
Conference. 

I  am  also  pleased  that  you  have  chosen  to  attend  this  Braintnist  which 
is  titled  "Financial  Institutions  and  Black  Churches:  Forging  a  Partnership 
to  Empower  the  African- American  Community".  Please  note  that  this 
braintnist  is  being  held  in  the  form  of  a  hearing.  While  congressional 
hearings  are  the  first  step  toward  formulating  and  enacting  legislation, 
today's  hearing  serves  as  a  forum  for  the  exchange  of  valuable  information. 

Last  year,  Congressman  Wynn  and  I  held  a  hearing  in  lieu  of  a 
braintnist  at  which  regulators  of  insured  federal  depositories  shared  their 
views  on  community  development  and  theu*  strategies  for  accomplishing  the 
goal  of  rebuilding  and  strengthening  America's  dktressed  urban  and  rural 
areas.  Yesterday's  workshop  at  the  convention  center,  which  featured 
testimony  of  ministers  from  around  the  country,  and  today's  hearing  both 
reinforce  our  efforts  to  cultivate  a  pragmatic  approach  to  economic 
development  in  the  African  American  community. 

As  a  minister,  community  developer,  and  legislator  this  hearing  holds 
special  importance  to  me  as  it  offers  an  opportunity  to  review  both  the 
current  initiatives  and  future  objectives  of  government  agencies  and  financial 
institutions.  We  are  not  here  today  to  critique  the  activities  of  either,  but 
rather,  to  determine  what  eflforts  are  being  implemented  to  increase  and 
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create  successful  economic  development  projects,  especially  with  Black 
Churches,  and  to  hopefully  determine  what  additional  efforts  may  be  initiated 
to  help  accomplish  these  goals. 

Today's  hearing  will  allow  us  to  take  a  closer  look  at  the  importance  of 
forming  alliances,  enhancing  existing  partnerships,  and  the  need  to  provide 
information  between  government  agencies,  financial  institutions  and  African 
American  churches  nationwide.  My  colleagues  and  I  believe  that  this 
relationship  is  the  primary  partnering  model  for  revitalizing  distressed  urban 
and  rural  communities. 

Toward  that  end,  when  we  consider  community  revitalization,  we 
cannot  afford  to  review  issues  in  isolation.  Rather,  we  must  seek 
comprehensive  solutions  to  address  problems  affecting  economic  development 
including  the  paramount  dilemmas  of  increasing  crime  and  drug  abuse.  Too 
many  of  America's  communities  have  become  centers  not  only  of  joblessness, 
homelessness,  and  inadequate  housing,  but  of  crime,  drugs  and  economic 
discrimination. 

Revitalization  of  these  communities  does  not  happen  through  lone 
community  effort.  It  is  a  special  challenge  requiring  the  collective  spiritual 
as  well  as  economic  energies  of  the  Church,  with  support  from  the 
government  and  financial  institutions.  Given  those  concerns,  we  have  invited 
testimony  from  government  agencies  involved  in  community  development  and 
crime  control,  community  leaders  and  educators,  and  representatives  from 
flnancial  institutions  actively  involved  in  community  development  initiatives. 

At  this  time  I  would  like  to  introduce  the  Honorable  Mike  Espy, 
Secretary  of  Agriculture  who,  among  his  many  credentials,  is  playing  a  major 
role  with  the  implementation  of  the  administration's  Empowerment  Zones  and 
Enterprise  Communities  Programs.  Moreover,  while  representing 
Mississippi's  2nd  Congressional  District,  Espy  served  on  the  House 
Agriculture  and  Budget  Committees  where  he  was  instrumental  in  the 
development  of  regional  community  development  banks,  self-empowerment 
legislation  and  welfare  reform.  Joining  Mr.  Espy  on  our  first  panel  is  the 
Honorable  Lee  Brown,  Director  of  the  White  House  Office  of  National  Drug 
Control  Policy  who,  through  his  extensive  experience  as  former  Police 
Commissioner  of  New  York  City;  Houston,  Texas  and  Atlanta  brings  to  the 
agency  first-hand  knowledge  of  the  devastation  of  crime  and  violence 
multiplying  throughout  our  nation's  communities. 

Following  Dr.  Brown  is  the  designee  for  Secretary  Cisneros,  the 
Honorable  Kenneth  Williams,  Deputy  Assistant  Secretary  for  Grants 
Programs.  In  this  position,  Mr.  Williams  is  principal  advisor  to  the  Assistant 
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Secretary  for  Conunimity  Planning  and  Development  with  delegated  oversight 
for  the  Office  of  Block  Grant  Assistance  and  the  Office  of  AfTordable 
Housing. 

Before  we  begin,  I  look  forward  to  the  testimony  of  our  witnesses,  and 
trust  that  they  will  focus  on  past  and  present  efforts  as  well  as  areas  of 
consideration  for  future  endeavors  to  improve  and  increase  community 
development  activities.  I  would  also  like  to  thank  all  of  our  vtitnesses  for 
taking  the  time  from  their  very  busy  schedules  to  be  here  with  us  today. 

Given  the  time  limitations  of  some  of  our  distinguished  panelists,  we  ask 
that  witnesses  limit  summary  of  their  testimony  to  five  minutes.  Additionally, 
we  ask  that  each  of  you  attending  this  hearing  please  sign  and  return  the 
CBC  information  cards  to  stafT  before  leaving  today  so  that  we  may  keep  you 
informed  of  future  activities.  We  also  invite  you  to  join  us  immediately 
following  this  hearing  for  a  reception  in  room  2105  Raybum.  Before  we 
begin  we  will  hear  from  my  co-chairs,  Mr.  Wynn  and  Mr.  Tucker. 
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STATEMENT  OP 
THE  HONORABLE  ALBERT  R.  WYNN  (Maryland) 

BEFORE  THE  BANKING.  FINANCE  AND  URBAN  AFFAIRS  SUBCOMMITTEE 

ON  GENERAL  OVERSIGHT 

"FINANCIAL  INSTITUTIONS  AND  BLACK  CHURCHES:   FORGING  A 
PARTNERSHIP  TO  EMPOWER  THE  AFRICAN  AMERICAN  COMMUNITY" 

September  16,  1994 


Mr.  Chairman,  I  would  like  to  thank  you  for  the  second 
consecutive  year  for  allowing  me  to  participate  in  this 
Subcommittee's  oversight  hearings  during  the 
Congressional  Black  Caucus'  Legislative  Weekend. 
During  my  short  tenure  in  Congress  I  have  had  the 
pleasure  to  join  you  in  many  hearings  on  financial 
institutions  and  their  relationship  with  the  African- 
American  community.  Your  efforts  to  economically 
empower  the  black  community  are  to  be  applauded. 

This  historic  hearing  on  the  role  that  black  churches  can 
play  in  community  development  is  fascinating  to  me  and 
it  is  for  that  reason  that  I  jumped  at  the  opportunity  to 
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work  with  you  and  my  freshman  colleague  from 
California  Walter  Tucker,  whom  I  would  like  to  welcome 
the  House  Banking  Committee. 

As  I  mentioned  during  yesterday's  black  church 
braintrust  at  the  Convention  Center  we  embarked  upon 
this  task  not  quite  knowing  what  we  wanted  to  do,  but 
knowing  that  something  needed  to  be  done.  During 
yesterday's  braintrust  the  topic  became  more  than  just 
mere  discussion  on  what  churches  had  done,  it  turned 
to  what  churches  should  do  to  assist  one  another  in 
community  development. 

My  hope  today  is  that  we  will  begin  to  focus  our 
attention  on  forging  that  vital  relationship  between  the 
traditional  financial  lending  institution  and  the  black 
church.  As  my  two  colleagues  know,  the  black  church 
has  become  more  than  just  a  place  to  worship,  they 
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have  become  vehicles  for  community  development  and 
change.  In  my  4th  Congressional  District  of  Maryland, 
churches  have  begun  to  build  day  care  centers,  schools, 
senior  housing,  credit  unions  and  stores.  Most  have 
none  this  work  without  the  assistance  of  traditional 
financial  institutions,  but  rather  with  fundraising  efforts 
among  their  own  congregations.  I  can  only  imagine 
what  type  of  community  development  projects  churches 
could  embark  on  if  traditional  lending  institutions  began 
to  work  with  them. 


With  that  in  mind  I  welcome  each  of  our  panelists  to 
today's  hearing  and  I  hope  that  this  dialogue  does  not 
stop  at  the  end  of  this  hearing,  but  will  continue  over 
a  long  period  of  time.  Because  it  is  one  thing  to  say 
that  you  attended  the  24th  Annual  Legislative  CBC 
Weekend  and  testified  before  the  Banking  Committee 
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or  that  you  handed  out  some  business  cards.  The 
purpose  here  is  not  to  be  seen,  the  purpose  here  is  to 
forge  relationships  to  better  the  African-American 
community. 

Again  Mr.  Chairman  thank  you  for  calling  this  important 
hearing  and  I  look  forward  to  hearing  our  witnesses. 
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CHAIRMAN  FLAKE,  REPRESENTATIVE  WYNN  (D-MD)  AND  REPRESENTATIVE 
TUCKER  (D-CA),  I  AM  REALLY  HONORED  TO  BE  HERE  THIS  MORNING 
SHARING  MY  VIEWS  ALONG  WITH  SECRETARY  ESPY  AND  DIRECTOR  BROWN 
ON  A  VITAL  ELEMENT  OF  COMMUNITY  REVITALIZATION.   SECRETARY 
CISNEROS  AND  ASSISTANT  SECRETARY  CUOMO  BOTH  THANK  YOU  AND 
THIS  COMMITTEE  FOR  YOUR  SINCERE  INTEREST  IN  THIS  MATTER  AND 
MAKING  AVAILABLE  THIS  PUBLIC  FORUM  TO  KEEP  THIS  WORTHY 
ISSUE  BEFORE  THE  AMERICAN  PUBLIC.   I  HAVE  THE  TASK  OF  OUTLINING 
HUD'S  ROLE  AS  IT  RELATES  TO  ASSISTING  BLACK  CHURCHES  TO  BE 
INVOLVED  WITH  THE  FEDERAL  GOVERNMENT  TO  REVITALIZE  DISTRESSED 
LOW-  AND  MODERATE  INCOME  COMMUNITIES. 

PHILOSOPHY 

IN  THE  TEXT,  ECONOMIC  EMPOWERMENT  THROUGH  THE  CHURCH.  ERIC 
LINCOLN  WRITES  THE  FOLLOWING  IN  THE  FOREWORD,  "HOLISTIC  IS  A 
WORD  MENTIONED  FREQUENTLY  TODAY  WHENEVER  THE  MINISTRY  AND  MISSION 
OF  THE  BLACK  CHURCH  ARE  DISCUSSED.   WHAT  IT  MEANS  IS  THAT  THE 
BLACK  CHURCH  HAS  BEGUN  TO  RE-FOCUS  ITS  ATTENTION  ON  THE  CRITICAL 
NEEDS  OF  THE  WHOLE  INDIVIDUAL  AND  THE  WHOLE  COMMUNITY  RATHER  THAN 
ON  JUST  SPIRITUAL  OR  RELIGIOUS  NEEDS."    HE  FURTHER  STATES,  "THE 
BLACK  CHURCH  KNOWS  THE  POWER  OF  A  HOLISTIC  COMMITMENT  BY 
EXPERIENCE.  FOR  IT  WAS  BORN  OF  A  VAST  SCHEDULE  OF  NEEDS  THAT  A 
NATION  COMMITTED  TO  SLAVERY  COULD  NOT,  OR  WOULD  NOT  ADDRESS. 
THOSE  NEEDS  WERE  SPIRITUAL  IN  THE  FIRST  INSTANCE,  OF  COURSE,  BUT 
THEY  WERE  ALSO  PHYSICAL,  SOCIAL,  PSYCHOLOGICAL,  AND  ECONOMIC. 
THEY  WERE  THE  SAME  NEEDS  WE  RECOGNIZED  TODAY  AS  NECESSARY  TO  A 
REASONABLY  DIGNIFIED  HUMAN  EXISTENCE." 
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THIS  ADMINISTRATION  AND  THE  DEPARTMENT  OF  HOUSING  AND  URBAN 
DEVELOPMENT  (HUD)  SHARE  THE  AFRICAN-AMERICAN  CHURCH'S  VALUE  OF 
MINISTERING  TO  THE  WHOLE  PERSON  AS  WELL  AS  THE  WHOLE  COMMUNITY. 
THE  CHURCH  IS  STILL  PERCEIVED  BY  MANY  AFRICAN-AMERICANS  AS  THE 
ROCK  OF  STABILITY  THAT  TRANSCENDS  CHANGES  IN  A  SOCIETY. 
SECRETARY  CISNEROS  BELIEVES  THAT  THE  FEDERAL  GOVERNMENT  AND 
CHURCHES  SHOULD  WORK  TOGETHER  TO  SUSTAIN  AND  MULTIPLY  THE 
ECONOMIC  EMPOWERMENT  ACHIEVEMENTS  OF  AFRICAN-AMERICANS . 
HUD  IS  LOOKING  FOR  VIABLE  PARTNERS  WHO  BELIEVE  THAT 
ECONOMIC  EMPOWERMENT  MEANS  ADDRESSING  ECONOMIC  DEPRIVATION. 
THESE  PARTNERS  INCLUDE  NOT  JUST  THE  AFRICAN -AMERICAN  CHURCHES  BUT 
ALL  CHURCHES  AND  RELIGIOUS  INSTITUTIONS.   WE  NEED  PARTNERS  WHO 
BELIEVE  CHILDREN  SHOULD  NOT  HAVE  EMPTY  STOMACHS  BUT  A  WARM 
PLACE  TO  SLEEP.   WE  NE6D  PARTNERS  WHO  OFFER  HOPE  FOR 
SOMETHING  BETTER  THAN  A  PERPETUAL  GOVERNMENTAL  HANDOUT.   ECONOMIC 
EMPOWERMENT  AND  COMMUNITY  DEVELOPMENT  ARE  NECESSARY  GOALS  FOR  THE 
SURVIVAL  AND  GROWTH  OF  A  PROGRESSIVE  AFRICAN-AMERICAN  PEOPLE. 

AT  THE  DEPARTMENT  OF  HOUSING  AND  URBAN  DEVELOPMENT  OUR  MISSION  IS 
TO  HELP  CREATE  COMMUNITIES  OF  OPPORTUNITY.   AS  EARLY  AS  THE 
FALL  OF  1993  HUD  HAS  FOCUSED  ON  SEVERAL  SECRETARIAL 
PRIORITIES  THAT  CHARACTERIZE  ITS'  MISSION  AND  VALUES .   THEY  ARE: 
♦     REDUCE  THE  NUMBER  OF  HOMELESS  AMERICANS  THROUGH 

PARTNERSHIPS  WITH  LOCAL  GOVERNMENTS  AND  PRIVATE-SECTOR 
NONPROFIT  GROUPS  THAT  HELP  PEOPLE  GAIN  ACCESS  TO 
HOUSING  AND  THE  SERVICES  THEY  NEED. 
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♦  MAKE  URBAN  AND  RURAL  PUBLIC  HOUSING  A  SOURCE  OF  PRIDE 
TO  COMMUNITIES  BY  ENCOURAGING  RESIDENT  PARTICIPATION  IN 
ITS  MANAGEMENT,  DOWNSIZING  LARGE  DEVELOPMENTS, 
RESTORING  DETERIORATED  BUILDINGS,  OFFERING  RESIDENTS  A 
CHOICE  TO  MOVE  TO  LOW-POVERTY  AREAS,  GIVING 
RESIDENTS  INCENTIVES  TO  WORK  AND  LIFT  THEMSELVES 
ECONOMICALLY,  AND  ENSURING  THAT  THESE  DEVELOPMENTS 
BECOME  SAFE,  HEALTHY,  AND  ATTRACTIVE  PLACES  TO  LIVE  AND 
RAISE  CHILDREN. 

♦  EXPAND  URBAN  AND  RURAL  HOUSING  OPPORTUNITIES  FOR  LOW- 
AND  MODERATE-INCOME  PEOPLE  THROUGH  PARTNERSHIPS  WITH 
STATE  AND  LOCAL  GOVERNMENTS,  PRIVATE  DEVELOPERS  AND 
LENDING  INSTITUTIONS,  AND  NONPROFIT  AGENCIES,  AND 
REESTABLISH  THE  FEDERAL  HOUSING  ADMINISTRATION  AS  AN 
ACTIVE  SUPPORT  FOR  CREATIVE  METROPOLITAN-WIDE  HOUSING 
AND  URBAN  DEVELOPMENT  INITIATIVES. 

♦  OPEN  URBAN  AND  RURAL  HOUSING  MARKETS  TO  MINORITIES 
THROUGH  VIGOROUS  EFFORTS  TO  ENFORCE  FAIR  HOUSING  LAWS 
AND  SUPPORT  FOR  CREATIVE  METROPOLITAN-WIDE  HOUSING  AND 
URBAN  DEVELOPMENT  INITIATIVES. 

♦  EMPOWER  URBAN  AND  RURAL  COMMUNITIES  BY  SUPPORTING  LOCAL 
EFFORTS  TO  TRANSFORM  NEIGHBORHOODS,  BY  RE INVIGORATING 
ECONOMIC  DEVELOPMENT  PROGRAMS  AND  CREATING  NEW 
OPPORTUNITIES  FOR  PEOPLE  AND  BUSINESSES,  AND  BY 
SUPPORTING  COMMUNITY-BASED  ORGANIZATIONS. 
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♦     FOSTERING  A  SENSE  OF  HOPE  AND  LOVE  WHICH  WILL 
STRENGTHEN  BONDS  THAT  UNITE  NEIGHBORHOODS  AND 
COMMUNITIES  INTO  A  SHARED  PURPOSE. 
THE  BASIS  FOR  OUR  ACTIONS  IS  DIRECTLY  RELATED  TO  PRESIDENT 
CLINTON'S  COMMITMENT  OF  "PUTTING  INDIVIDUALS  AND  FAMILIES  FIRST". 
WE  IN   HUD  BELIEVE  THAT  OUR  GOALS  AND  THAT  OF  THE  AFRICAN- 
AMERICAN  CHURCH  ARE  MUTUALLY  COMPLEMENTARY.   WE  ACKNOWLEDGE  THE 
FACTS  THAT  RELIGIOUS  INSTITUTIONS  CAN  AND  DO  HAVE 

A  MAJOR  IMPACT  ON  HOUSING,  JOBS  AND  OTHER  CRITICAL  SOCIAL  FABRIC 
OF  LOW-  AND  MODERATE  INCOME  COMMUNITIES.   CHURCHES  ACROSS  THE 
NATION  HAVE  INVESTED  IN  "PUTTING  PEOPLE  FIRST".   THE  RESULTS  HAVE 
BEEN  "RETURNS"  ON  THAT  INVESTMENT  IN  THE  FORMS  OF  VIABLE  URBAN 
AND  RURAL  COMMUNITIES.   OUR  COLLECTIVE  ACTIONS  AND  ENERGIES  HAVE 
RESULTED  IN  HOPE  BEING  RESTORED. 

HUD  ADVOCATES  A  COMPREHENSIVE  APPROACH  TO  HELPING  PEOPLE  BUILD 
AND  REBUILD  THEIR  COMMUNITIES.   THAT  PHILOSOPHY  HELPS  CREATE 
A  NEW  ENVIRONMENT  BY  WHICH  LOCAL  COMMUNITY-BASED  INSTITUTIONS, 
SUCH  AS  THE  AFRICAN-AMERICAN  CHURCH,  CAN  CULTIVATE  AN  ACTIVE 
PARTNERSHIP  WITH  ITS  LOCAL  GOVERNMENT  AND  CITIZENS.   THIS 
PARTNERSHIP  CAN  ADDRESS  SUCH  AREAS  AS  AFFORDABLE  HOUSING, 
ADEQUATE  INFRASTRUCTURE,  FAIR  HOUSING,  AND  VIGOROUS  ECONOMIC 
GROWTH  COORDINATED  WITH  HUMAN  DEVELOPMENT.   WE  HAVE  PUT  A  REAL 
SENSE  OF  "CAN  DO  ATTITUDE"  IN  HUD  PROGRAMS  TO  FOSTER  ECONOMIC 
DEVELOPMENT.   BUT  THESE  TOOLS  MUST  BE  APPLIED  WITHIN  THE  CONTEXT 
OF  TOTAL  COMMUNITY  DEVELOPMENT  OR  THEY  WILL  BE  INEFFECTIVE.   OUR 


80 


TOOLS  CAK  HELP  CREATE  A  CLIMATE  THAT  WILL  INVITE  PRIVATE 
INVESTMENT  AND  NURTURE  THE  HUMAN  SPIRIT. 

HUD  AND  ITS'  TOOLS  ARE  FOCUSED  ON  IMPROVING  APPROACHES  TO 
PROVIDING  HOUSING  AND  SERVICES  TO  THE  HOMELESS  AND  NON-HOMELESS 
POPULATIONS  WITHIN  THE  CONTEXT  OF  TOTAL  COMMUNITY  REVITALIZATION 
AND  STIMULATING  ECONOMIC  OPPORTUNITIES. 

ACCESS  TO  HUD  RESOURCES 

WE  HAVE  EMBODIED  A  CONTINUUM  OF  CARE  APPROACH  IN  ALL  OUR  PROGRAMS 
WHICH  HAS  A  STRONG  COMMITMENT  TO  COMMUNITY,  FAMILY,  ECONOMIC 
LIFT,  INDIVIDUAL  RIGHTS  AND  RESPONSIBILITIES  AND  A  COMMITMENT  TO 
ENDING  SPATIAL  SEPARATION  BY  RACE,  INCOME  AND  CLASS. 

WE  RECOGNIZE  OUR  RESPONSIBILITY  IN  HELPING  PEOPLE  CREATE 
COHESIVE,  ECONOMICALLY  HEALTHY  COMMUNITIES.   THEREFORE,  WE  HAVE 
A  CORPORATE  PHILOSOPHY  THAT  ENCOURAGES  GREATER  ACCESS  TO  HUD 
RESOURCES.   THE  LITERATURE  ON  THE  SUBJECT  OF  ECONOMIC  DEVELOPMENT 
THROUGH  THE  AFRICAN-AMERICAN  CHURCH  SHOWS  THAT  THERE  IS  A 
HISTORY  OF  PRODUCING  EARTHLY  REWARDS  WHERE  THERE  IS  LEADERSHIP,  A 
SELF-HELP  ATTITUDE,  A  SELF-AWARENESS  SPIRIT  AND  FORESIGHT. 

UNDER  THIS  ADMINISTRATION,  THE  AFRICAN-AMERICAN  CHURCH  HAS  A 
FAR  SUPERIOR  OPPORTUNITY  TO  ACCESS  HUD'S  RESOURCES  TO  CARRY  OUT 
ECONOMIC  DEVELOPMENT  STRATEGIES  THAN  THE  ENVIRONMENT  HAS  ALLOWED 
IN  THE  PAST  FIFTEEN  (15)  YEARS. 
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TBERE  IS  A  STRATEGY  IN  THE  90 'S  FACING  SLOW  ECONOMIC  GROWTH, 
UNEMPLOYMENT,  REDUCED  COMPETITIVENESS  AND  LOW  INVESTMENT 
OPPORTUNITIES  IN  DISTRESSED  URBAN  AND  RURAL  COMMUNITIES: 
"PUBLIC /PRIVATE  PARTNERSHIPS".   THESE  ARE  NOT  JUST 
"BUZZ  WORDS",  RATHER  THESE  PARTNERSHIPS  ARE  A  SOURCE  OF  ENERGY 
AND  VITALITY  FOR  URBAN  AND  RURAL  REVITALIZATION.   NOT  ONLY  SHOULD 
HUD  ENCOURAGE  PUBLIC /PRIVATE  PARTNERSHIPS  WITH  ITS  RESOURCES, 
BUT  IT  SHOULD  ALSO  DEFINE  THE  ENVIRONMENT  FOR  THE  AFRICAN- 
AMERICAN  CHURCH  TO  PLAY  A  ROLE  IN  THIS  PARTNERSHIP.   HUD'S 
RESOURCES  ARE  NOT  ONLY  DEVELOPED  BY  A  "HOLISTIC"  PHILOSOPHY 
BUT  THEY  ARE  BEING  RE-TOOLED  TO  PROVIDE  AN  APPROACH  THAT: 

♦  CAN  CREATE,  SUSTAIN,  OR  ADVANCE  A  SENSE  OF  COMMUNITY; 

♦  PROMOTES  A  VISIONARY,  YET  PRACTICAL,  PROCESS; 

♦  BLENDS  THE  SELF  INTEREST  OF  ITS  MEMBERS  (I.E.)  THE 
AFRICAN-AMERICAN  CHURCH)  WITH  BROADER  COMMUNITY 
INTEREST  AND  RESOURCES; 

♦  ENCOURAGES  NETWORKING  AND  COMMUNICATION  AND  FACILITATES 
THE  MEDIATION  OF  COMMUNITY  DIFFERENCES; 

♦  CULTIVATES  LEADERSHIP  FOR  THE  BETTERMENT  OF  THE 
COMMUNITY;  AND 

♦  LEVERAGES  FAR  GREATER  PRIVATE  SECTOR  RESOURCES. 
HUD  AND  OTHER  AGENCIES  IN  THE  CLINTON  ADMINISTRATION  HAS  MADE 
COMMUNITY  DEVELOPMENT  A  KEY  PRIORITY.   UNDER  THE  LEADERSHIP 

OF  ASSISTANT  SECRETARY  ANDREW  M.  CUOMO,  "WE  RECOGNIZE  THAT  REAL 
COMMUNITY  DEVELOPMENT  CAN  ONLY  OCCUR  THROUGH  A  BOTTOM-UP 
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APPROACH  THAT  COMPREHENSIVELY  LINKS  THE  ENGINE  OF  ECONOMIC 
GROWTH  TO  THE  PHYSICAL  AND  HUMAN  NEEDS  OF  EACH  UNIQUE  COMMUNITY. 
THE  STARTING  POINT  IS  SOUND  AND  INCLUSIVE  COMMUNITY  PLANNING, 
A  CONSOLIDATED  APPROACH  TO  ADDRESS  COMMUNITY  AND  NEIGHBORHOOD 
PROBLEMS,  EMPOWERMENT  OF  PEOPLE  TO  HELP  THEMSELVES  BY  CREATING 
JOBS  AND  PROVIDING  THEM  WITH  THE  SKILLS  TO  TAKE  ADVANTAGE  OF 
THOSE  JOBS,  AND  LASTLY  A  CORPORATE  CULTURE  THAT  ENCOURAGES 
GREATER  USE  OF  HUD  LOCAL  FIELD  STAFF  AS  "ENABLING"  PARTNERS. 
ASSISTANT  SECRETARY  CUOMO  HAS  INTRODUCED  THE  CONCEPT  OF  COMMUNITY 
PARTNERSHIP  STRATEGY  FOR  USING  COMMUNITY  PLANNING  AND 
DEVELOPMENT  (CPD)  RESOURCES. 

THIS  APPROACH  ALLOWS  COMMUNITIES  TO  COORDINATE  PROGRAMS  AND 
CARRY  OUT  THE  COMPLEX,  SENSITIVE,  AND  LENGTHY  PROCESS  OF 
COMMUNITY-BASED  PLANNING  ON  THE  BASIS  OF  A  UNIFIED  VISION. 

BEGINNING  IN  1995,  ACCESS  TO  HUD  RESOURCES  CAN  ONLY  BE 
ACCOMPLISHED  THROUGH  THE  USE  OF  THE  COMMUNITY  PARTNERSHIP 
APPROACH.   THIS  WILL  MEAN  ACCESS  TO  HUD'S  FOUR  (4)  FORMULA 
GRANT  PROGRAMS:   THE  COMMUNITY  DEVELOPMENT  BLOCK  GRANT  PROGRAM 
(CDBG),  HOME  INVESTMENT  PARTNERSHIPS  (HOME),  HOUSING 
OPPORTUNITIES  FOR  PEOPLE  WITH  AIDS  (HOPWA) ,  AND  THE  EMERGENCY 
SHELTER  GRANTS  PROGRAM  (ESG) .   RESOURCES  FROM  THE  PROGRAMS 
SHALL  CARRY  OUT  AFFORDABLE  HOUSING  PROGRAMS,  IMPROVE  THE  SAFETY 
AND  LIVABILITY  OF  NEIGHBORHOODS  AND  REVITALIZE  DETERIORATING 
NEIGHBORHOODS  AND  CREATE  JOBS. 
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INSTITUTIONS  SUCH  AS  THE  AFRICAN-AMERICAN  CHURCH  WILL  BE  ABLE  TO 
JOIN  IN  AND  DEVELOP  PARTNERSHIPS  THAT  CAN  ACCESS  HUD'S  NEW 
PROGRAMS  CURRENTLY  BEING  REQUESTED  FROM  CONGRESS.   THESE  ARE  THE 
COMMUNITY  VIABILITY  FUND  PROGRAM  (CVF) ,  NEIGHBORHOOD  LEVERAGED 
INVESTMENTS  FOR  TOMORROW  PROGRAM  (LIFT),  THE  HOME  (AFFORDABLE 
HOUSING)  LOAN  GUARANTEE  PROGRAM,  THE  HUD  SECTION  108  LOAN 
GUARANTEE  FUND  AND  ITS  COMPANION  PROGRAM  THE  ECONOMIC  DEVELOPMENT 
INITIATIVE  (EDI),  AND  THE  HUD  HOMELESS  ASSISTANCE  PROGRAM.   THE 
AFRICAN-AMERICAN  CHURCH  MAY  ALSO  BE  INTERESTED  IN  PARTICIPATING 
IN  HUD'S  JOHN  HEINZ  NEIGHBORHOOD  DEVELOPMENT  PROGRAM  AS  WELL  AS 
THE  HISTORICALLY  BLACK  COLLEGES  AND  UNIVERSITIES,  AND  THE 
COMMUNITY  DEVELOPMENT  WORK  STUDY  PROGRAMS. 

PARTNERSHIPS 

SECRETARY  CISNEROS  HAS  INITIATED  A  NUMBER  OF  EFFORTS  WHICH 
EMBRACE  THE  PHILOSOPHY  OF  REACHING  OUT  TO  MANY  OF  THE  PARTNERS 
WHO  CAN  MAKE  A  DIFFERENCE  IN  IMPROVING  THE  LIVES  OF  THOSE  WHO 
HAVE  BEEN  NEGLECTED  FOR  TOO  MANY  YEARS. 

THE  FOLLOWING  ARE  ONLY  A  FEW  OF  THE  RICH  RESOURCES  WHICH  MAY  BE 
AVAILABLE  IN  YOUR  COMMUNITY. 

BANKS.  OTHER  FINANCIAL  INSTITUTIONS 

A  JUDGE  ONCE  ASKED  WILLIE  SUTTON,  THE  INFAMOUS  BANK  ROBBER,  WHY 
HE  ROBBED  BANKS.   HIS  REPLY:  "BECAUSE  THAT'S  WHERE  THE  MONEY  IS". 
THE  COMMUNITY  REINVESTMENT  ACT  REQUIRES  BANKS  TO  INVEST  SOME  OF 
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THEIR  FUNDS  IN  LOW-INCOME  AREAS.   TODAY,  MOST  BANKS  HAVE 
STRUCTURED  PROGRAMS  AND  OFFICES  TO  COMPLY  WITH  THIS  LAW. 

THE  LIFE  INSURANCE  INDUSTRY 

THERE  IS  AN  ORGANIZATION  IN  WASHINGTON,  D.C.,  THE  CENTER  FOR 
CORPORATE  PUBLIC  INVOLVEMENT,  WHICH  SERVES  AS  THE  SOCIAL 
CONSCIENCE  OF  THE  LIFE  INSURANCE  INDUSTRY.   INSURANCE  COMPANIES 
HAVE  LARGE  INVESTMENTS  IN  MANY  CITIES,  AND  HAVE  BECOME  VERY 
SENSITIVE  TO  ALSO  INVESTING  IN  PROJECTS  TO  HELP  POOR  PEOPLE. 

SOME  INSURANCE  COMPANIES  HAVE  ESTABLISHED  SEPARATE  FOUNDATIONS  TO 
CARRY  OUT  THEIR  MISSIONS  TO  HELP  POOR  PEOPLE. 

FOUNDATIONS 

TODAY,  THERE  ARE  ABOUT  400  COMMUNITY  FOUNDATIONS  LOCATED  IN  MOST 

LARGE  CITIES.   THESE  FOUNDATIONS  HAVE  BEEN  FORMED  FOR  SPECIFIC 

PURPOSES,  INCLUDING  PROVIDING  SUPPORTIVE  SERVICES  OF  ONE  KIND  OR 

ANOTHER  TO  THE  POOR.   MANY  ARE  NEW,  BUT  SOME,  SUCH  AS  THE 

CLEVELAND  FOUNDATION,  HAVE  BEEN  IN  EXISTENCE  FOR  MANY  DECADES. 

ADDITIONALLY,  NATIONAL  FOUNDATIONS,  SUCH  AS  FORD,  ROCKEFELLER, 

HAVE  BEEN  FORMING  PARTNERSHIPS  WITH  LOCAL  COMMUNITIES  FOR  MANY, 

MANY  YEARS. 

INTERMEDIARIES 

THE  LOCAL  INITIATIVES  SUPPORT  CORPORATION  (LISC)  NOW  HAS 

OPERATIONS  IN  THIRTY  CITIES.   THEY  WORK  CLOSELY  WITH  THE 

PRIVATE  SECTOR  AND  HAVE  FORMED  PARTNERSHIPS  WITH  NUMEROUS  LOCAL, 

COMMUNITY  ORGANIZATIONS  TO  PROVIDE  HOUSING  AND  ECONOMIC 
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OPPORTUNITIES  FOR  THE  UNDESERVED.   LISC  ALSO  INITIATED  TWO  SPIN- 
OFF ORGANIZATIONS,  THE  NATIONAL  EQUITY  FUND,  WHICH  PROVIDES  A 
SECONDARY  MORTGAGE  MARKET  TO  HELP  PROVIDE  AFFORDABLE  HOUSING  FOR 
LOW-INCOME  PEOPLE.   THE  SECOND,  THE  RETAIL  INITIATIVE,  IS  A 
BRAND  NEW  GROUP  WHOSE  PRIMARY  MISSION  IS  TO  PROVIDE  SUPERMARKETS 
AND  OTHER  ESSENTIAL  RETAIL  SERVICES  IN  LOW-INCOME  AREAS.   AS  WE 
ALL  KNOW,  THERE  IS  A  SHORTAGE  OF  AFFORDABLE  FOOD  STORES  IN  MANY 
OF  THE  NEIGHBORHOODS  IN  THE  INNER  CITY.   OUT  OF  ITS  GOAL  OF 
$30  MILLION,  LISC  HAS  RAISED  $27  MILLION  AND  IS  ALREADY  WORKING 
WITH  SEVERAL  COMMUNITIES  TO  DEVELOP  SUCH  STORES. 

THE  ENTERPRISE  FOUNDATION,  UNDER  THE  LEADERSHIP  OF  ITS  FOUNDER, 
JIM  ROUSE,  HAS  REACHED  OUT  TO  HUNDREDS  OF  COMMUNITIES  TO  PROVIDE 
HOUSING  AND  ECONOMIC  OPPORTUNITIES  TO  LOW-INCOME  PEOPLE.   THERE 
ARE  MANY  MORE  INTERMEDIARIES  WHO  HAVE  FORMED  PARTNERSHIPS  WITH 
THE  PUBLIC  AND  PRIVATE  SECTORS  IN  ORDER  TO  LEVERAGE  FUNDS  AND 
RESOURCES . 

THE  NATIONAL  ALLIANCE  OF  BUSINESS,  THE  AFL-CIO  HOUSING  INVESTMENT 
TRUST  FUND,  AND  MANY  OTHER  ORGANIZATIONS  HAVE  BEGUN  TO  JOIN  WITH 
HUD,  AS  PARTNERS  TO  BUILD  COMMUNITIES  THAT  ARE  SAFE,  THAT  PROVIDE 
DECENT  HOUSING  AND  ECONOMIC  OPPORTUNITIES. 
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NEIGHBORHOOD.  COMMUNITY.  THE  CHURCH 

RELIGIOUS  ORGANIZATIONS  HAVE  ALWAYS  PLAYED  A  SIGNIFICANT  AND 
LEADERSHIP  ROLE  IN  THE  HISTORY  OF  THIS  COUNTRY.   AT  ONE  TIME, 
THEY  WERE  THE  FUNDAMENTAL  SOCIAL  SUPPORT  SYSTEM  FOR  THE  LESS 
FORTUNATE.   THE  CLINTON  ADMINISTRATION,  AND  THE  SECRETARY  OF 
HUD,  FEEL  VERY  STRONGLY  THAT  CHURCHES,  THEIR  CLERGY  AND  THEIR 
MEMBERS  CAN  MAKE  A  DIFFERENCE  IN  THE  PARTNERSHIPS  EMERGING 
THROUGHOUT  THE  COUNTRY. 


11 
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U.S.  Department  of  Housing  and  Urtian  Dovalopmant 

A  Special  Letter 

From  The  Secretary 

May  20, 1«M 

THE  HOUSING  CHOICE 

AND 

COMMUNITY  INVESTMENT  ACT  OF  1994 


Some  of  the  natlon'e  housing  and  community  development  leaden  lend  their  support  to 
HUD^  1994  bai. 

Dear  Colleague: 

We  stand  at  a  moment  of  challenge  today.  Many  of  our  communities  are  In  deep  trouble.  Our  larger  urtian 
centers,  especially,  are  in  danger  of  collapsing  under  ttie  weight  of  poor,  mostly  minority  populations  who 
have  tieen  isolated  in  inner-city  areas  where  jot)s  have  disappeared,  decent,  affordable  housing  is  unavail- 
able, homeownership  is  out  of  reach,  and  drugs,  crime  and  violence  are  rampant. 

At  the  same  time,  there  is  a  growing  understanding  that  wherever  we  live  -  in  cities  or  suburtis,  urtian  or 
rural  areas  —  we  have  a  stake  in  our  communities  and  in  the  well-being  of  our  fellow  citizens. 

Our  options  today  are  clean  We  can  continue  as  we  have  for  more  than  a  decade,  on  a  course  that  will  lead 
to  further  economic  detehoration  and  social  disruption,  or  we  can  change  course  and  breathe  new  life  and 
hope  into  distressed  communities.  HUD's  decision  is  clear:  We  will  change  course. 

We  will  reverse  past  policies  that  have  concentrated  very-low-income  families  in  dense,  high-rise  public 
housing  projects  and  discouraged  poor  people  from  seeking  work.  We  will  atmndon  lending  practices  which 
have  cut  off  the  flow  of  private  capital  to  poor  communities.  And  we  will  change  the  way  that  federal,  state 
and  local  government,  cities  and  sutjurbs,  and  the  public,  private  and  non-profit  sectors  work  together. 

HUD'S  new  reauthorization  bill,  the  Housing  Chotoe  and  Community  Investment  Act  of  1994,  sets  that  new 
course.  It  is  our  declaration  that  the  real  change  our  country  demands  will  happen  at  the  grassroots,  and 
that  the  federal  governments  role  must  tie  as  a  partner  in  community-based  leadership  for  change.  It  is  a 
strategy  of  chokx  for  people  and  investment  for  communities. 


-^■^  -*■***  1    J 


88 


From  The  Secretary 


KEY  PROVISIONS  OF  THE  HOUSING  CHOICE 
AND  COMMUNITY  INVESTMENT  ACT  OF  1994 

The  Housing  Choice  and  Community  Investment  Act  of  1994  would  authorize  $60 
billion  over  the  next  two  fiscal  years  for  HUD's  housing  and  community  develop- 
ment programs.   The  Act  establishes  a  strong  foundation  for  implementing  the 
President's  housing  and  community  investment  agenda. 


Five  central  priorities  underlie  our  1994  legislation: 

•   reducing  homelessness  •  turning  around  public  housing 


•  expanding  and  preserving 
affordable  housing  and 
homeownership 


ensuring  fair  housing  for  all 
empowering  communities 


Priority  One:  Reducing  Homelessness 


Throughout  the  19603  and  early  19908.  the 
number  of  homeless  people  on  America's 
streets  steadily  increased.  In  the  absence  of 
any  serious  federal  commitment  to  confront 
this  problem,  local  governments  and 
nonprofit  groups  were  left  to  deal  with  it 
alone. 

The  Housing  Choice  and  Community 
Investment  Act  of  1994  makes  the  federal 
government  a  leader  and  full  partner  in  local 
communities'  efforts  to  reduce  the  number  of 
homeless  Americans  on  their  streets.  The 
Act: 

Doubles  federal  support  for 
homelessness.  More  than  $1.7  billion  would 
be  authorized  for  homeless  assistance  in 
fiscal  1995,  including  $100  million  to  support 
special  innovative  systems  developed  by 
local  governments. 

Creates  a  new  approach  to 
homelessness.  The  current  patchwork  quilt 
of  feeding  programs  and  emergency  shetters 
would  be  replaced  by  a  'continuum  of  care* 
whteh  addresses  the  specifk;  needs  of 
homeless  individuals  and  families  for  job 
training  and  counseling,  drug,  akxihol  and 
mental  health  treatment,  and  other  sen/ices 
including  more  aggressive  efforts  to  reach 
the  hard  core  homeless  and  move  them  from 
the  streets  to  permanent  housing.  Existing 
McKinney  Act  homeless  programs  would  be 
reorganized  to  give  local  governments  the 
power  to  design  and  implement  comprehen- 
sive strategies  that  meet  their  needs. 


'Our  communities  are  under  siege.  We  need  a  national  bill  which  reflectn  a  sophisticated 
analysis  -■  which  is  what  this  bill  does.  This  is  real  synthesizing  the  perspectives 
and  experience  of  people  who  work  to  end  homelessness  in  America  to  produce  an  Act 
for  Congress  th.at  can  unite  our  communities  in  lifting  homeless  people  back  into  democracy.' 

Marty  Fleetwood 

Founder  and  Executive  Director, 

Home  BaaelThe  Center  for  Common  Concerns 

San  Francisco 


Provldee  permanent  housing.  As  the  final 

component  in  the  continuum  of  care 
strategy,  the  Act  would  provide  rental 
assistance  to  15.000  formeriy  homeless 
indivkjuals  and  families. 
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From  The   Secretary 


Priority  Two:  Turning  Around  Public  Housing 

In  the  past,  federal  policies  had  lost  sight  ol 
the  original  goal  ol  public  housing  -  to 
aeate  stable,  healthy,  mixed-inoome 
neighborhoods. 


The  Housing  Choloe  and  Convnuntty 
Investment  Act  would  establish  the  founda- 
tion to  transform  the  public  tKXJSing  program. 
The  collective  Impact  ol  these  legislative 
initiatives  could  lilerally  'change  the  urban 
larxtecape*  by  replacing  ttlgh-rise  txjildings 
and  overty  coTKWitraled  devekjpments  with 
safe  and  proud  communities. 

Replace  distressed  public  housing.  The 

Act  dramatically  increases  the  resources 
available  to  enable  Public  Housing  Authori- 
ties to  redesign  and  replace  the  nation's 
most  deteriorated  public  housing.  We've 
already  committed  $1  t>illion  under  the 
ambitious  HOPE  VI  program.  The  Act  would 
allow  modernization  funds  to  be  used  for 
demolition  and  replacement  housing.  For  the 
first  time,  PHAs  could  leverage  billions  ol 
dollars  t)y  tx>rrowing  against  future  moderrv 
Ization  funds,  as  well  as  matching  those 
funds  with  other  putillc  and  private  invest- 
ment. 

Encourage  Work.  Rent  rules  would  be 
substantially  revised  to  ensure  that  unemv 
ployed  put}lic  housing  residents  wtx)  obtain  a 
job  or  participate  in  employment  training 
programs  will  not  pay  higher  rent  for  at  least 


"We're  talking  about  using  modernization 
funding  not  just  to  rehab  places  to  warehouse 
the  poor,  but  using  modernization  funding 
for  demolition  and  replacement  housing  that 
gives  poor  people  the  same  choice  that  you 
and  I  have  both  in  location  throughout  met- 
ropolitan areas  of  this  country  to  end  the 
isolation  and  in  a  range  of  housing  choices 
that  people  want  to  live  in.' 

ylneent  Lane,  Chairman, 
Chicago  Housing  Authority 

18  months.  Rent  Increases  for  working 
families  will  be  limited  to  encourage  them  to 
remain  and  serve  as  role  models  and  job 
contacts  for  their  neighbors.  Admission  rules 
that  restrict  put>lic  housing  primarily  to  very- 
low-income  people  would  be  modified  to 
permit  greater  income  diversity  arvj  include 
more  worttlng  families  anwng  residents.  And 
low-Income  families  will  be  offered  the 
mobility  to  move  from  inner-city  poverty 
areas  to  subuit>an  communities. 

Promota  Jobs  for  rssldsnts.  The  Act  will 
encourage  jot>s  and  small  business  opportu- 
nities for  low-Income  residents.  Real 
enforcement  of  Section  3  of  the  1968 
Housing  Act,  for  the  first  time  since  its 
passage,  will  ensure  that  public  housing 
residents  share  In  the  ecorwmic  tienefits  of 
HUO-generated  construction  and  services 
contracts.  Economic  Opportunity  Centers 
and  Family  Investment  Centers  will  provide 


public  housing  residents  job  training, 
placement,  and  other  services.  Residents 
would  receive  greater  support  lor  community 
involvement  through  the  Tenant  Opportunity 
Program,  for  which  funding  would  t>e  more 
than  tripled. 

Fights  crime.  Community  policing,  youth 
recreation  and  education,  and  other  anti- 
crime  activities  would  tie  encouraged  and 
supported  In  Community  Partnerships 
Against  Crime,  an  expansion  of  the  existing 
Public  Housing  Drug  Elimination  Grant 
Program.  COMPAC  encourages  partner- 
ships between  residents,  management, 
police,  and  surrounding  neighborhoods. 
Other  anti-crime  initiatives  include  permis- 
sion for  local  public  housing  authorities  and 
owners  of  HUD-assisted  housing  to  ban 
guns  in  their  txiildings  through  lease 
provisions. 


Priority  Three:  Expanding  Affordable  Housing 


'Builders  welcome  the  opportunity  once  again 
to  rely  on  FHA  to  help  young  families  and 
low-income  citizens  achieve  the  goal  of 
homeownership . .  .as  we  seek  to  advance  this 
important  legislation.  Thank  you  for  your 
renewedcommitmenttothe  American  dream.' 


Decent,  affordable  housing  Is  essential  to 
healthy  communities  For  the  last  decade, 
the  federal  government  tailed  Its  responsibil- 
ity to  promote  allordable  rental  housing  and 
homeownership. 

The  Housing  Choice  and  Community 
Investment  Act  puts  the  Federal  Housing 
Administration  baci<  In  the  business  ol 
promoting  allordable  housing  production  atxl 
opem  the  doors  ol  homeownership  to 
Americara  who  have  been  locked  out  In  ttie 
past.  The  Act  losters  new  partnerships  for 
housing  production  between  lederal,  state 
and  k)cai  governments,  private  business  and 
'<onprolit  groups. 


Omnbi 

Executive  Vice  President 

and  Chief  Operating  Officer 

M.J.  Penman  Real  Estate  Corp., 

Amherst,  NY 


Bringing  the  dream  of  decent  housing 
wfthin  rsach.  The  Act  woukl  raise  the 
maximum  FHA  mortgage  amount  from 
$152,000  to  $172,000  in  high-cost  areas,  to 
Increase  affordatjle  home  financing 
opportunities  for  two  million  American 
homeowners  and  Improve  the  economic 
soundness  of  the  FHA  insurance  fund. 
Other  provisions  of  tfie  Act  allow  for  greater 
flexibility  with  new  mortgage  Insurance 
products,  allowing  FHA  to  reclaim  its  role  as 
an  Innovative  leader  in  the  nation's  rrrart- 
gage  markets. 


Opens  doors  to  homsownsfshlp.  No-down 
payment  financing  would  become  availatile  to 
low-  and  moderate-income  buyers  who 
purchase  homes  in  urban  revitallzatlon  areas. 
And  $100  million  wouM  be  available  through 
the  National  Homeownership  Trust  Fund  for 
down  payment,  closing  costs,  second 
mortgage  assistance  and  other  help  for  first- 
time  homebuyers.  The  Act  would  more  than 
quadruple  funding  for  homeownership 
counseling  for  renters  seeking  to  make  the 
transition  to  homeownership. 

Fosters  partnerships.  The  Act  would 
authorize  more  than  $400  million  to  leverage 
t>lllions  of  dollars  in  pension  fund  and  other 
private  and  pMic  investment  in  affordable 
rental  housing  -  a  fourfold  increase  over  the 
money  appropriated  by  Congress  for  this 
initiative  In  1994.  The  Act  would  also  enatMe 
state  housing  finarx»  agencies  and  govern- 
ment-sponsored enterprises  to  undertake 
joint  financing  efforts  with  the  FHA. 
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From  The  Secretary 


Priority  Four:  Enhancing  Fair  {Housing 


To  fully  pursue  a  better  life  for  themselves 
and  their  children,  Americans  must  have  the 
opportunity  to  live  In  neighborhoods  of  their 
choice.  To  lift  themselves  to  better  econom- 
ic futures,  communities  must  have 
unfettered  access  to  private  and  public 
Investment 

For  too  long,  the  federal  government  failed 
to  enforce  housing  arxj  lending  laws.  Today, 
we  are  actively  In  the  business  of  ensuring 
that  no  one  Is  barred  from  affordable 
housing  or  loan  opportunities  because  of 


There  is  no  way  that  we  can  have  the  exercise  of  free  housing  choice  for  minorities 
in  this  country  if  it's  a  city  versus  suburbs  proposition.  Alt  of  the  region  has  got  to 
be  viable,  all  of  it  has  got  to  be  stable,  so  that  there  will  be  real  housing  choice  for 
all  of  us  and  this  country  can   be  strong  again.' 

Aiuie  A.  Fcnniek,  Btq,,  President  and  Chief  Executioe  Officer, 
Leadership  Council  for  Metropolitan  Open  Communities. 


discrimination,  that  no  communities  are 
unfairly  denied  the  capital  they  need  for 
economic  development,  and  that  all 
Americans  enjoy  real  housing  choice.  The 
Housing  Choice  and  Community  Investment 
Act: 

Expands  fair  housing  and  fair  lending 
•nforcwnent  The  Act  would  signlfioantly 
expand  funding  for  stats  ar>d  local  goverrv 
ments  and  nonprofits  that  assist  the  federal 
government  In  enforcing  fair  housing  and 
fair  lending  laws.  The  Act  would  also  give 
HUD  resources  to  exparxj  federal  oversight 
of  lair  lending  violations  and  Insurance 
redlining. 


PromotM  raal  housing  cholos.  The  Act 

would  overhaul  the  Section  8  rental 
assistance  program  to  give  low-Income 
families  a  meaningful  opportunity  to  choose 
where  to  live  throughout  metropolitan  areas. 
The  Act  would  autlwrize  S149  million  -  20 
times  the  current  funding  level  -  lor 
Intensive  counseling,  housing  search 
assistance,  and  other  services. 

Provldss  rsntal  asslstane*  for  ths 
disablsd.  For  the  first  time,  5,000  Section  8 
rental  assistance  certificates  would  be 
provided  for  low-income  people  with 
disabilities. 


Priority  Five:  Empowering  Communities 


The  federal  govemment  has  a  constructive 
role  to  play  In  community  economic  develop- 
ment -  marshaling  resources,  serving  as  a 
catalyst,  laciiitator  and  mediator,  and, 
supporting  and  strengthening  community- 
based  development  efforts. 

Federal  initiatives  must  promote 
communitywide  solutions  to  communitywide 
problems,  build  on  grassroots  efforts  and 
expand  employment  opportunities  for 
community  residents.  The  Housing  Choice 
and  Community  Investment  Act 

Provides  community  resources.  The  Act 

would  continue  full  funding  for  Community 
Development  Block  Grants.  HUD  has  already 
tiegun  creating  partnerships  with  communi- 
ties through  a  new  comprehensive  approach 
to  planning;  the  Act  would  provide  resources 
to  carry  out  these  plans.  The  HOME 
program  would  be  reauthorized  at  more  than 
$1  billion,  and  include  a  new  loan  guarantee 
program  to  help  leverage  significant  addition- 
al resources  for  affordable  housing. 

Promotes  grassroots  efforts.  A  new  $1 50 

million  Community  Viability  Fund  would  build 
the  capacity  of  communlty-tjased  groups  and 
Institutions,  support  the  design  arxf  develop- 
ment of  putilic  amenities,  encourage  strategic 
neight)orhood  and  metropolitan  planning,  and 
strengthen  the  citizen  participation  that 
enhartces  community  stability  and  growth. 


Orestes  Jobs.  The  Act  would  authorize  a 
series  of  Initiatives  to  give  communities  the 
tools  they  need  to  generate  economic 
development  activity  In  low-  and  moderate- 
income  neighborhoods.  Neighborhood 
Leveraged  investments  for  Tomorrow  (LIFT) 
would  authorize  $200  million  for  neighbor- 
hood-based, economic  development 
activities  such  as  retail,  commercial,  or 
mixed-use  projects.  The  Zone  Economic 
Development  Initiative  would  complement 
the  Administration's  ambitious  Empower- 
ment Zones  and  Enterprise  Communities 
initiative,  authorizing  $500  million  for 
community-based  economic  development 
activities.  The  Act  would  also  authorize 
$t  50  million  in  grants  to  encourage  local 
governments  to  use  HUD'S  Section  108  loan 
guarantees,  to  collectively  borrow  up  to  $2 
billion  annually  lor  economic  development. 
This  program  is  expected  to  leverage  an 
additional  $500  million  in  private-sector 
investment  in  community  economic  develop- 
ment. 

Provides  vital  assistance  to  the  Colonies. 

The  Colonias  are  primarily  rural  areas  along 
the  Southwestem  border  that  lack  tjasic 
necessities  such  as  decent  and  safe 
housing,  a  sanitary  water  supply,  paved 
roads,  and  adequate  drainage  and  sewage 
systems.  The  Act  provides  $100  million  to 
rebuild  these  areas,  dramatically  improving 
the  physical  conditions  and  quality  of  life. 


'Secretary  Cisneros  and  HUD  are  ready, 
willing  and  able  to  take  hold  of.,  this  new 
energy  that  there  is  in  the  United  States 
and  put  it  to  work  to  change  the  American 
city.  That  IS  what  this  (legislation)  is  about 
changing  life  in  the  American  city  and 
the  way  poor  people  live  in  this  country. ' 

Jim  RouMe,  Founder, 
The  Enterprise  Foundaiton 
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U.S.  DEPARTMENT  OF  HOUSING  AND  URBAN  DEVELOPMENT 
WASHtNGTON.  DC.  20410-7000 


OFFICE  OF  TVIE  ASSISTANT  SECSETABV  FOB 
COMMUNrtY  PLANNING  AND  OEVELOPVENT 


(P    ^/C  -   7/ 


Mr.  Mark  W.  Harrison 

Program  Director  for  Economic 

Justice 
General  Board  of  Church  and  Society 

of  the  United  Methodist  Church 
100  Maryland  Avenue,  NE 
Washington,  DC  20002 

Dear  Mr.  Harrison: 

Thank  you  for  raising  the  issue  of  the  eligibility  of 
religious  organizations  to  receive  Department  of  Housing  and 
Urban  Development  funds,  especially  those  Community  Planning  and 
Development  programs,  at  the  last  Public  Interest  Group  meeting. 

Generally,  these  issues  are  addressed  from  the  basic  law  and 
the  Code  of  Federal  Regulations.   Enclosed  is  a  copy  of  this 
section — (j)  Constitutional  prohibition    (24  CFR  Ch.  V,  4/1/93 
Edition) — relating  to  Church/State. 

There  have  been  a  number  of  opinions  rendered  by  HUD's 
Office  of  General  Counsel.   These  opinions  have  been  made  on  the 
basis  of  specific  cases,  but  they  generally  can  be  applied  to 
most  instances  where  issues  of  Church/State  arise. 

I  have  enclosed  several  papers  and  opinions  which  cover 
HOME,  CDBG  and  the  Homeless  progreuns.   Please  call  James 
Broughman,  Director,  Office  of  Block  Grant  Assistance  on  (202) 
708-3587,  or  John  Simmons,  my  Senior  Advisor,  on  (202)  401-6367 
if  the  Department  can  be  of  further  assistance. 

Very  sincerely  yours, 

t 

ineth  C.  Williams 
Deputy  Assistant  Secretary 
for  Grant  Programs 

Enclosures 
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Office  of  Asst.  Secy,  for  Comm.  Planning,  Development,  HUD 


§  570.200 


(i)'  Urbaji  Development  Action 
Grant  Grant  assistance  may  be  pro- 
vided with  Urban  Development  Action 
Grant  funds,  subject  to  the  provisions 
of  subpart  G,  for: 

(1)  Activities  eligible  for  assistance 
under  this  subpart;  and 

(2)  Notwithstanding  the  provisions 
of  §  570.207.  such  other  activities  as 
the  Secretary  may  determine  to  be 
consistent  with  the  purposes  of  the 
Urban  Development  Action  Grant  pro- 
gram. 

(j)  Constitutional  prohibition.  In  ac- 
cordance with  First  Amendment 
Church/State  Principles,  as  a  general 
rule,  CDBG  assistance  may  not  be 
used  for  religious  activities  or  provided 
to  primarily  religious  entities  for  any 
activities,  including  secular  activities. 
The  following  restrictions  and  limita- 
tions therefore  apply  to  the  use  of 
CDBG  funds. 

( 1  )__CDBG  funds  may  not  be  used  for 
the  acquisition  of  property  or  the  con- 
struction or  rehabilitation  (including 
historic  preservation  and  removal  of 
architectural  barriers)  of  structures  to 
be  used  for  religious  purposes  or 
which  will  otherwise  promote  religious 
interests.  This  limitation  includes  the 
acquisition  of  property  for  ownership 
by  primarily  religious  entities  and  the 
construction  or  rehabilitation  (includ- 
ing historic  prese.'-vation  and  removal 
of  architectural  barriers)  of  structures 
owned  by  such  entities  (except  as  per- 
mitted under  paragraph  (j)(2)  of  this 
section  with  respect  to  rehabilitation 
and  under  paragraph  (j)(4)  of  this  sec- 
tion with  respect  to  repairs  undertak- 
en in  connection  with  public  services) 
regardless  of  the  use  to  be  made  of  the 
property  or  structure.  Property  owned 
by  primarily  religious  entities  may  be 
acquired  with  CDBG  funds  at  no  more 
than  fair  market  value  for  a  non-reli- 
gious use. 

(2)  CDBG  funds  may  be  used  to  re- 
habilitate buildings  owned  by  primari- 
ly religious  entities  to  be  used  for  a 
wholly  secular  purpose  under  the  fol- 
lowing conditions: 

(i)  The  building  (or  portion  thereof) 
that  is  to  be  improved  with  the  CDBG 
assistance  has  been  leased  to  an  exist- 
ing or  newly  established  wholly  secu- 
lar entity  (which  may  be  an  entity  es- 
tablished by  the  religious  entity); 


(ii)  The  CDBG  assistance  is  provided 
to  the  lessee  (and  not  the  lessor)  to 
make  the  improvements; 

(iii)  The  leased  premises  will  be  used 
exclusively  for  secular  purposes  avail- 
able to  persons  regardless  of  religion; 

(iv)  The  lease  payments  do  not 
exceed  the  fair  market  rent  of  the 
premises  as  they  were  before  the  im- 
provements are  made; 

(v)  The  portion  of  the  cost  of  any 
improvements  that  also  serve  a  non- 
leased  part  of  the  building  will  be  allo- 
cated to  and  paid  for  by  the  lessor; 

(vi)  The  lessor  enters  into  a  binding 
agreement  that  unless  the  lessee,  or  a 
qualified  successor  lessee,  retains  the 
use  of  the  leased  premises  for  a  wholly 
secular  purpose  for  at  least  the  useful 
Jife  of  the  improvements,  the  lessor 
will  pay  to  the  lessee  an  amount  equal 
to  the  residual  value  of  the  improve- 
ments: 

(vii)  The  lessee  must  remit  the 
amount  received  from  the  lessor  under 
paragraph  (j)(2)(vi)  of  this  section  to 
the  recipient  or  subrecipient  from 
which  the  CDBG  funds  were  derived. 

The  lessee  can  also  enter  into  a  man- 
agement conirac:  authorizing  the 
lessor  religious  entity  to  use  the  build- 
ing for  its  intended  secular  purpose, 
e.g..  homeless  shelter,  provision  of 
public  services.  In  such  case,  the  reli- 
gious entity  must  agree  in  the  manage- 
ment contract  to  carry  out  the  secular 
purpose  in  a  manner  free  from  reli- 
gious influences  in  accordance  with 
the  principles  set  forth  in  paragraph 
(j)(3)  of  this  section. 

(3)  As  a  general  rule.  CDBG  funds 
may  be  used  for  eligible  public  services 
to  be  provided  through  a  primarily  re- 
ligious entity,  where  the  religious 
entity  enters  into  an  agreement  with 
the  recipient  or  subrecipient  from 
which  the  CDBG  funds  are  derived 
that,  in  connection  with  the  provision 
of  such  services: 

(i)  It  will  not  discriminate  against 
any  employee  or  applicant  for  employ- 
ment on  the  basis  of  religion  and  will 
not  limit  employment  or  give  prefer- 
ence in  employment  to  persons  on  the 
basis  of  religion; 

(ii)  It  will  not  discriminate  against 
any  person  applying  for  such  public 
services  on  the  basis  of  religion  and 
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§  570.201 

will  not  limit  such  services  or  give 
preference  to  persons  on  the  basis  of 
religion; 

(iii)  It  will  provide  no  religious  in- 
struction or  counseling,  conduct  no  re- 
ligious worship  or  services,  engage  in 
no  religious  proselytizing,  and  exert  no 
other  religious  influence  in  the  provi- 
sion of  such  public  services; 

(4)  Where  the  public  services  provid- 
ed under  paragraph  (j)(3)  of  this  sec- 
tion are  carried  out  on  property  owned 
by  the  primarily  religious  entity, 
CDBG  funds  may  also  be  used  for 
minor  repairs  to  such  property  which 
are  directly  related  to  carrying  out  the 
public  services  where  the  cost  consti- 
tutes in  dollar  terms  only  an  inciden- 
tal portion  of  the  CDBG  expenditure 
for  the  public  services. 

[53  FR  34439.  Sept.  6.  1988.  as  amended  at 
54  FR  47031.  Nov.  8.  1989;  57  FR  27119. 
June  17.  1992] 

§570.201     Basic  clijrible  activities. 

CDBG  funds  may  be  used  for  the 
following  activities. 

(a)  AcQuisition.  Acquisition  in  whole 
or  in  part  by  the  recipient,  or  other 
public  or  private  nonprofit  entity,  by 
purchase,  long-term  lease,  donation,  or 
otherwise,  of  real  property  (including 
air  rights,  water  rights,  rights-of-way, 
easements,  and  other  interests  there- 
in) for  any  public  purpose,  subject  to 
the  limitations  of  §  570.207. 

(b)  Disposition.  Disposition,  through 
sale,  lease,  donation,  or  otherwise,  of 
any  real  property  acquired  with 
CDBG  funds  or  its  retention  for  public 
purposes,  including  reasonable  costs  of 
temporarily  mana^'ng  such  property 
or  property  acquired  under  urban  re- 
newal, provided  that  the  proceeds 
from  any  such  disposition  shall  be  pro- 
gram income  subject  to  the  require- 
ments set  forth  in  §  570.504. 

(c)  Public  facilities  and  improve- 
ments. Acquisition,  construction,  re- 
construction, rehabilitation  or  installa- 
tion of  public  facilities  and  improve- 
ments, except  as  provided  in 
§  570.207(a).  carried  out  by  the  recipi- 
ent or  other  public  or  private  nonprof- 
it entities.  In  undertaking  such  activi- 
ties, design  features  and  improvements 
which  promote  energy  efficiency  may 
be  included.  Such  activities  may  also 
include  the  execution  of  architectural 


24  CFR  Ch.  V  (4-1-93  Edition) 

design  features,  and  similar  treat- 
ments intended  to  enhance  the  aes- 
thetic quality  of  facilities  and  im- 
provements receiving  CDBG  assist- 
ance, such  as  decorative  pavements, 
railings,  sculptures,  pools  of  water  and 
fountains,  and  other  works  of  art.  Fa- 
cilities designed  for  use  in  providing 
shelter  for  persons  having  special 
needs  are  considered  public  facilities 
and  not  subject  to  the  prohibition  of 
new  housing  construction  described  in 
§  570.207(b)(3).  Such  facilities  include 
shelters  for  the  homeless;  convales- 
cent homes;  hospitals,  nursing  homes; 
battered  spouse  shelters;  halfway 
houses  for  run-away  children,  drug  of- 
fenders or  parolees;  group  homes  for 
mentally  retarded  persons  and  tempo- 
rary housing  for  disaster  victims.  In 
certain  cases,  nonprofit  entities  and 
subrecipients  including  those  specified 
in  §  570.204  may  acquire  title  to  public 
facilities.  When  such  facilities  are 
oviTjed  by  nonprofit  entities  or  subreci- 
pients, they  shall  be  operated  so  as  to 
be  open  for  use  by  the  general  public 
during  all  normal  hours  of  operation. 
P^iblic  facilities  and  improvements  eli- 
gible for  assistance  under  this  para- 
graph are  subject  to  the  policies  in 
§  570.200(b). 

(d)  Clearance  activities.  Clearance, 
demolition,  and  removal  of  buildings 
and  improvements,  including  move- 
ment of  structures  to  other  sites.  Dem- 
olition of  HUD-assisted  housing  units 
may  be  undertaken  only  with  the 
prior  approval  of  HUD. 

(e)  Public  services.  Provision  of 
public  services  (including  labor,  sup- 
plies, and  materials)  which  are  direct- 
ed toward  improving  the  community's 
public  services  and  facilities,  including 
but  not  limited  to  those  concerned 
with  employment,  crime  prevention, 
child  care,  health,  drug  abuse,  educa- 
tion, fair  housing  counseling,  energy 
conservation,  welfare,  or  recreational 
needs.  To  be  eligible  for  CDBG  assist- 
ance, a  public  service  must  be  either  a 
new  service,  or  a  quantifiable  increase 
in  the  level  of  an  existing  service 
above  that  which  has  been  provided 
by  or  on  behalf  of  the  unit  of  general 
local  government  (through  funds 
raised  by  the  unit,  or  received  by  the 
unit  from  the  State  in  which  it  is  lo- 
cated) in  the  twelve  calendar  months 
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AUG  I  8  !993 


MEMORANDUM  FOR:   Raymond  A.  Harris,  Regional  Administrator 

Regional  Housing  Commissioner,  4S 


ATTpw^ION:   Charles  N.  Straub,  Director,  Office  of 

Conmnnity  Planning  and  Development,  4C 


VctjjaC;^P^*t^'>^sgistant  Secretary  for 
Grant  Programs,  CG 


SUBJECT:   Community  Planning  and  Development  (CDBG)  Program 
Habitat  for  Humanity  International 
Church/State  Issue 


This  responds  to  your  memorandum  dated  June  11,  1993, 
requesting  a  legal  opinion  on  whether  Habitat  for  Humanity 
International  (Habitat)  is  a  "pervasively  sectarian"  organization 
and  therefore  prohibited  from  receiving  CDBG  funds  to  carry  out 
housing- related  activities  except  under  certain  circumstances. 

Our  legal  counsel  has  determined  in  the  context  of  Supreme 
Court  decisions  that  it  is  Constitutionally  permissible  to 
provide  CDBG  funds  to  Habitat  for  eligible  activities,  without 
requiring  that  a  separate  secular  entity  be  established. 

This  determination  applies  equally  to  Habitat  affiliates 
that  fit  the  profile  of  the  Habitat  for  Humanity  International. 
Any  Habitat  affiliates  that  differ  should  be  evaluated  by  Field 
Counsel  on  a  case-by-case  basis. 

While  this  legal  determination  addresses  the  church/state 
issue,  it  does  not  address  whether  the  activities  to  be  carried 
out  by  Habitat  are  eligible.   You  asked  under  which  circumstances 
Habitat  would  be  able  to  use  CDBG  funds,  specifically  inquiring 
about  a  project  for  which  HaLbitat  in  Atlanta  proposes  to  use  CDBG 
funds  for  the  acquisition  of  40  scattered  sites  to  be  used  for 
housing  for  low-  and  moderate- income  persons.  No  CDBG  funds  are 

cc: 

CGBE  Thompson    7282    CGBE  Buell    7282    CGBE  Broughman  7282 

CGB   Patch      7286    CGBE  Chron   7282   GCB  Landau     8518 

CGBE  File  (1820.20)  7282     CU  7233     CPD  Files  (CPD-8)  7233 

4C  Charles  Straub,  CPD  Director,  ATRO 

(Griswold)H: Drive :MHabitat. 893   (lou) 

CGBE: Thompson :11s:  8-9-93;  708-1577  (HDrive-   MHabitat . 893) 
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proposed  to  be  used  for  construction  or  rehabilitation  of  the 
housing.   Based  on  the  information  provided  for  this  situation, 
the  acquisition  of  a  site  with  CDBG  funds  by  Habitat  and 
subsequent  sale  of  the  lot  and  house  to  a  low-  and  moderate - 
income  homebuyer  would  be  eligible  under  24  CFR  570.201(a), 
Acquisition,  and  570.201(b),  Disposition,  respectively.  If  CDBG 
funds  were  to  be  used  for  construction  of  the  housing  or  the 
financing  for  the  homebuyers  to  purchase  the  properties, 
additional  considerations  would  come  into  play.. 

If  Habitat  should  acquire  properties  with  housing  to  be 
rehabilitated,  the  use  of  CDBG  funds  for  such  a  purpose  is 
eligible  under  24  CFR  570.202(b)(1).   In  this  instance,  CD5G 
funds  may  be  provided  to  either  Habitat  or  to  individuals 
directly  to  acquire  property  for  the  purpose  of  rehabilitation 
for  use  or  resale  for  residential  purposes.. 

Under  24  CFR  570.201(n),  direct  homeownership  assistance  may 
be  provided  to  a  low-  or  moderate -income  homebuyer  for  the 
purchase  of  a  house  that  is  already  constructed  and  is  available 
for  sale.   Such  assistance  may  be  used  to  subsidize  interest 
rates  and  the  principal  amount,  to  acquire  a  guarantee  for 
mortgage  financing  from  a  private  lender,  to  provide  up  to  50 
percent  of  the  downpayment,  or  to  pay  reasonable  closing  costs. 
If  the  construction,  or  completion  of  the  construction,  of  a 
house  is  financed  in  reliance  upon  a  contract  being  placed  by  the 
homebuyer,  direct  homeownership  assistance  would  be  considered  to 
assist  in  the  construction.   As  such,  it  would  not  be  eligible, 
unless  the  assistance  is  being  provided  by  a  subrecipient 
eligible  under  24  CFR  570.204  or  the  construction  itself  is 
eligible  under  that  provision  as  noted  below. 

If  Habitat  wishes  to  use  CDBG  funds  to  assist  the 
construction  of  housing,  in  whole  or  in  part,  this  may  be 
eligible  only  if  Habitat  meets  the  requirements  of  24  CFR 
570.204(c).   An  eligible  sv±»recipient  under  this  provision  of  the 
regulations  would  need  to  meet  the  criteria  for  either  a 
neighborhood -based  nonprofit  organization;  a  section  301(d)  Small 
Business  Investment  Company;  or  a  local  development  corporation. 
A  determination  of  whether  Haibitat  qualifies  as  a  special 
subrecipient  under  this  section  of  the  CDBG  regulations  must  be 
made  on  a  case-by-case  basis  by  the  grantee.   Further,  under  24 
CFR  570.204(a),  any  such  new  construction  carried  out  by  Habitat 
must  be  a  part  of  a  neighborhood  revitalization,  community 
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economic  development,  or  energy  conservation  project  where  the 
grantee  determines  that  the  construction  is  necessary  or 
appropriate  to  further  its  community  development  objectives.   A 
new  construction  project  could  be  considered  a  neighborhood 
revitalization  project  if  it  is  of  sufficient  size  or  scope  to 
have  an  intact  on  the  decline  of  the  area  either  alone  or  when 
undertaken  in  conjunction  with  other  activities. 

If  you  have  any  questions,  please  contact, the  Entitlement 
Communities  Division  at  FTS  202-708-1577. 

cc:   Robert  P.  Allen,  SC 
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Mr.  Jeffrey  A.  Snider 

Executive  Vice  President 

Habitat  for  Humanity  International 

121  Habitat  Street 

Americus,  GA   31709-3498 

Dear  Mr.  Snider: 

In  response  to  your  letter  of  August  2,  1993,  concerning  the 
church/state  issue  under  review  by  the  Department  of  Housing  and 
Urban  Development  (HUD),  I  am  enclosing  two  items  cf  interest. 

The  first  enclosure  is  an  excerpt  from  our  August  NFWSBRIE? 
to  all  BUD  Community  Planning  and  Development  Field  Office 
Directors-   The  second  is  a  copy  cf  the  opinion  rer.dered  by  our 
Office  of  General  Counsel. 

I  trust  this  will  avert  further  delays  or  impediments  to 
EUD/CDEG  participation  with  Habitat  in  its  worthy  domestic 
ventures . 

Very  sincerely  yours, 

(^/^^^ 

Don  I.  Patch 

Director,  Office  of  Block 
Grant  Assistance 

Enclosures 

cc : 

Susan  Hancock 

Habitat  for  Humanity  International 

Americus,  Georgia 

Thomas  Laird  Jones 

Habitat  for  Humanity  International 

Washington,  DC   20005 

bcc:       ' 

CGE  Patch  7286     CG5   Simmons  7286     CGEE  Broughman  7262 

CGBS  Kennedy  7184    C?D  Files   7255     E  Engel   SiOG 

CGB:PATCH:plt   8-11-93   708-3567    Patch"Eabitat. itr" 
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EXCERPT  From  AUGUST  1993  NEWSBRIEF 

Office  of  Community  Planning  and  Development 

Department  of  Bousing  and  Urban  Development 

Re:   Habitat  for  Humanity 

"The  Office  of  General  Counsel  has  reviewed  the  eligibility 
of  Habitat  for  Humanity  International  to  receive  CDBG  assistance 
with  regard  to  the  Departmental  Church/State  requirements  that 
generally  prohibit  direct  assistance  to  pervasively  sectarian 
organizations.   In  an  opinion  issued  July  9,  1993,  Associate 
General  Counsel  Robert  S.  Kenison,  determined  that  Habitat  for 
Humanity  International  is  not  pervasively  sectarian.   Based  on 
this  determination,  any  local  organization  of  Habitat  should  be 
viewed  in  the  same  manner  unless  there  is  reason  to  believe  that 
the  entity  operates  in  a  manner  that  is  substantially  different 
from  that  of  the  "parent"  organization.   The  attached  file 
...[Habitat  for  Humanity  International — Church/State  issue] 
contains  this  opinion  in  its  entirety." 
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July  9,  1993 

MEMORANDUM  FOR:   Don  I.  Patch,  Director 

Office  of  Block  Grant  Assistance,  CGB 

FROM:   Robert  S.  Kenison,  Associate  General  Counsel 

Office  of  Assisted  Housing  and  Conununity  Development,  GC 

SUBJECT:   Habitat  for  Humanity  International  —  Church/State 
Issue 

This  is  in  response  to  several  inquiries  received  by  the 
Department  concerning  the  eligibility  of  the  Habitat  for  Humanity 
International  to  receive  community  development  block  grant  funds 
to  carry  out  housing-related  activities.   The  inquiries  have  been 
raised  in  the  context  of  Departmental  Church/State  requirements 
which  generally  prohibit  direct  assistance  to  pervasively 
sectarian  organizations.   Your  office  has  asked  for  a  ruling  on 
this  issue. 

As  you  know,  Habitat  for  Humanity  International  ("Habitat") 
is  an  organization  with  nationwide  affiliates  established  several 
years  ago  for  the  express  purpose  of  building  affordable  housing 
for  economically  disadvantaged  families  and  persons.   The  funds 
used  to  actually  construct  the  housing  are  raised  by  the 
organization  from  businesses,  foundations,  civic  organizations, 
churches,  and  individuals.   Public  funding  is  used  by  Habitat 
solely  for  site  acquisition  and  improvements. 

Membership  in  Habitat  is  not  based  on  religious  affiliation 
and  the  organization  states  that  Christians,  non-Christians,  and 
atheists  are  all  brought  together  in  the  effort  to  build  housing 
for  those  in  need  of  decent  shelter.   Habitat  does  however, 
consider  itself  to  be  an  "overtly"  Christian  organization  with 
religious  motivations  for  what  it  does.   The  Articles  of 
Incorporation  state  that  a  purpose  of  the  organization  is  to 
implement  the  Gospel  of  Jesus  Christ  throughout  the  United  States 
and  around  the  world  by  working  with  economically  disadvantaged 
people  to  help  them  create  a  better  human  habitat  in  which  to 
live  and  work.   The  organization  professes,  however,  not  to 
proselytize  or  promote  any  theological  doctrine,  except  that 
every  person  has  a  right  to  live  in  a  simple  decent  house. 
Housing  is  provided  to  individuals  and  families  without  regard  to 
religious  affiliation. 

The  Supreme  Court  has  consistently  affirmed  that  an  analysis 
in  this  area  must  begin  with  three  governing  principles.   First, 
the  statute  or  public  assistance  progreun  must  reflect  a  clearly 
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secular  purpose.   Second,  the  statute  or  public  assistance  must 
have  a  primary  effect  that  neither  advances  nor  inhibits 
religion.   Third,  the  statute  or  public  assistance  program  and 
its  administration  must  avoid  excessive  government  entanglement 
with  religion.   Lemon  v.  Kurtzman,  403  U.S.  602  (1972).   As  you 
can  imagine,  working  out  case  applications  of  these  principles 
can  be  extraordinarily  complex.   Chief  Justice  Burger  noted  in 
the  majority  opinion  in  the  Lemon  case  that  the  language  in  the 
First  Amendment  is  "at  best  opaque,"  403  U.S.  612. 

As  is  most  often  the .case  where  assistance  programs  are 
brought  into  question  concerning  First  Amendment  principles, 
block  grant  assistance  to  Habitat  would  not  appear  to  run  afoul 
of  the  first  prong  of  the  Lemon  test.   Under  the  community 
development  block  grant  program  cities,  urban  counties  and  States 
may  provide  assistance  to  organizations  for  eligible  housing- 
related  activities,  including  site  acquisition.   Providing  such 
activities  without  regard  to  religion  clearly  reflects  a 
legitimate  secular  governmental  interest,  satisfying  the 
Constitutional  mandate  that  public  assistance  must  have  a  wholly 
secular  purpose. 

It  is  the  second  test,  that  the  assistance  have  a  primary 
effect  that  neither  advances  nor  inhibits  religion  that  has 
historically  been  most  troublesome  in  application.   In  Hunt  v. 
McNair,  413  U.S.  734  (1973),  the  Court  added  the  following 
refinement: 

"Aid  normally  may  be  thought  to  have  a  primary  effect  of 
advancing  religion  when  it  flows  to  an  institution  in  which 
religion  is  so  pervasive  that  a  substantial  portion  of  its 
functions  are  subsumed  in  a  religious  mission  or  when  it 
funds  a  specifically  religious  activity  in  an  otherwise 
substantially  secular  setting."   Id.  at  742. 

The  determination  for  Constitutional  compliance  thus  requires  an 
examination  of  the  extent  to  which  religion  pervades  an  entity's 
functions.   In  addressing  this  issue.  Justice  Blackman  speaking 
for  the  majority  in  Roemer  v.  Maryland  Public  Works  Board,  426 
U.S.  736  (1976),  declared: 

"To  answer  the  question  whether  an  institution  is  so 
'pervasively  sectarian'  that  it  may  receive  no  direct  State 
aid  of  any  kind,  it  is  necessary  to  paint  a  general  picture 
of  the  institution."   Id.  at  758. 

While  Habitat  undoubtedly  has  professed  religious  purposes, 
our  functional  analysis  paints  a  general  picture  of  exclusively 
secular  activities.   As  a  general  matter,  it  appears  that  Habitat 
was  created  exclusively  for  the  purpose  of  building  or  renovating 
housing  for  disadvantaged  individuals  or  families.   Specifically, 
there  is  (1)  no  religious  test  for  participation  in  the 
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organization's  housing  programs,  (2)  no  inquiry  as  to  religious 
preference  or  affiliation,  either  to  be  a  board  member  or  to  help 
in  building  the  housing,  (3)  no  proselytizing  conducted  by  the 
organization,  and  (4)  the  provision  of  totally  secular  activities 
by  the  organization.   As  for  stated  religious  purposes  expressed 
in  organizational  documents  and  acknowledged  by  Habitat,  we  have 
concluded  that  such  purposes  merely  reflect  the  motive  of  the 
organization  in  carrying  out  the  purely  secular  activities.   In 
similar  circumstances,  the  Supreme  Court  has  concluded  that  such 
language  may  be  viewed  essentially  as  "institutional  rhetoric" 
(see  Hunt  v.  McNair.  supra,  at  743),  in  large  part  derivative  of 
the  organization's  history.   We  have  thus  determined  that  Habitat 
for  Humanity  is  not  a  "pervasively  sectarian"  organization  as 
that  term  has  been  used  in  Supreme  Court  opinions. 

In  addressing  the  third  prong  —  excessive  government 
entanglement,  the  Supreme  Court  has  also  placed  great 
significance  on  the  nature  and  character  of  an  aided 
organization.   Thus,  a  determination  that  an  organization  is 
operated  substantially  free  from  religious  influences  diminishes 
the  need  for  the  type  of  surveillance  which  would  be 
Constitutionally  objectionable  as  excessive  governmental 
entanglement.   On  this  point,  in  finding  certain  church-related 
colleges  to  be  free  from  such  religious  influences,  the  Supreme 
Court  in  Roemer  v.  Maryland  Public  Works  Board,  supra,  made  the 
following  observation: 

"As  the  District  Court  found,  the  colleges  perform 
'essentially  secular  educational  functions,'  387  F.  Supp., 
at  1288,  that  are  distinct  and  separate  from  religious 
activity  ....   There  is  no  danger,  or  at  least  only  a 
substantially  reduced  danger,  that  an  ostensibly  secular 
activity  —  the  study  of  biology,  the  learning  of  a  foreign 
language,  an  athletic  event  —  will  actually  be  infused  with 
religious  content  or  significance.   The  need  for  close 
surveillance  of  purportedly  secular  activities  is 
correspondingly  reduced."   426  U.S.  at  762. 

Similarly,  we  are  convinced  that  Habitat  conducts  essentially 
secular  housing  activities  and  is  sufficiently  free  from 
religious  influence  so  that  close  governmental  surveillance  is 
unnecessary. 

Having  stated  the  above,  we  are  of  the  opinion  that  it  is 
Constitutionally  permissible  to  provide  assistance  to  Habitat  for 
eligible  community  development  block  grant  activities.   This 
determination  applies  equally  to  Habitat  affiliates  that  fit  the 
above-described  profile  of  the  parent  organization. 
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Habitat  for  Humanity  International 


Buildin3  houses  in  partnership  with  God's  people  in  need 


Jeffrey  A.  Snider 
Executive  Vice  President 


02  August  1993 


Mr.  Donald  I.  Patch  •    ' 

Acting  Deputy  Director 

Office  of  Block  Grant  Assistance  "- 

45 1  Seventh  Street  S.W. 

Room  7286 

Washington,  D.C.  20410 

Dear  Mr.  Patch: 

Reference:  CD-91-355  Habitat  for  Humanity  Acquisition 

Our  regional  director  for  the  Southeast,  Mr.  Gene  Crumley,  has  brought  to  my  attention  that 
the  above  referenced  block  grant  (in  the  amount  of  $90,000  for  use  by  our  Atlanta  affiliate) 
has  been  delayed  until  your  office  can  determine  whether  or  not  Atlanta  Habiut  for 
Humanity  is  "primarily"  a  religious  organization. 

I  further  understand,  again  from  Gene  Crumley,  that  Atlanta  Habitat  for  Humanity  has 
previously  received  block  grants,  identical  in  purpose  as  CD-91-355,  for  use  in  acquiring 
scattered  building  sites  in  inner-city  Atlanta. 

It  will  come  as  no  surprise  to  you  that  Habitat  for  Humanity  affiliates,  across  the  nation, 
have  benefitted  from  Community  Development  Block  Grants  for  the  past  several  years.  In 
each  instance  we  have  demonstrated  that  Habitat  for  Humanity  is  not  "primarily"  a  religious 
organization.  Indeed,  om  primary  identification  has  always  been  as  a  social  service 
organization,  providing  affordable  home  ownership  for  very  low-income  people  in  this 
country  and  around  the  world. 

I  trust  an  examination  of  your  records  will  indicate  nothing  has  changed  on  our  part  and  we 
can,  therefore,  expect  to  hear  soon  from  you  that  funds  will  be  released  for  our  affiliate  in 
Atlanta,  Georgia. 

I  thank  you  in  advance  for  your  favorable  reply. 

Yours  very  truly. 


\  ccSFom  Chapel,  Lynn  Merrill,  Lany  Amey 

Gene  Crumley 

JAS/gc 
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U  S.  DEPARTMENT  OF  HOUSING  AND  URBAN  DEVELOPMENT 
WASHINGTON,  D.C.  20410-4500 


July  9,    1993 

li^TVCt  OF  GENERAL  COUNSEL 


MEMORANDUM  FOR:      Don  I.    Patch,    Director 

Efice  of  Block  Grant  Assistance,    CGB 


Qific 


FROM:   Robert  S.  Kenison,  Associate  General  Counsel 

Office  of  Assisted  Housing  and  Community  Development,  GC 

SUBJECT:   Habitat  for  Humanity  International  —  Church/State 
Issue 


This  is  in  response  to  several  inquiries  received  by  the 
Department  concerning  the  eligibility  of  the  Habitat  for  Humanity 
International  to  receive  community  development  block  grant  funds 
to  carry  out  housing-related  activities.   The  inquiries  have  been 
raised  in  the  context  of  Departmental  Church/State  requirements 
which  generally  prohibit  direct  assistance  to  pervasively 
sectarian  organizations.   Your  office  has  asked  for  a  ruling  on 
this  issue. 

As  you  know.  Habitat  for  Humanity  International  ("Habitat") 
is  an  organization  with  nationwide  affiliates  established  several 
years  ago  for  the  express  purpose  of  building  affordable  housing 
for  economically  disadvantaged  families  and  persons .   The  funds 
used  to  actually  construct  the  housing  are  raised  by  the 
organization  from  businesses,  foundations,  civic  organizations, 
churches,  and  individuals.   Public  funding  is  used  by  Habitat 
solely  for  site  acquisition  and  improvements. 

Membership  in  Habitat  is  not  based  on  religious  affiliation 
and  the  organization  states  that  Christians,  non-Christians,  and 
atheists  are  all  brought  together  in  the  effort  to  build  housing 
for  those  in  need  of  decent  shelter.   Habitat  does,  however, 
consider  itself  to  be  an  "overtly"  Christian  organization  with 
religious  motivations  for  what  it  does.   The  Articles  of 
Incorporation  state  that  a  purpose  of  the  organization  is  to 
implement  the  Gospel  of  Jesus  Christ  throughout  the  United  States 
and  around  the  world  by  working  with  economically  disadvantaged 
people  to  help  them  create  a  better  human  habitat  in  which  to 
live  and  work.   The  organization  professes,  however,  not  to 
proselytize  or  promote  any  theological  doctrine,  except  that 
every  person  has  a  right  to  live  in  a  simple  decent  house. 
Housing  is  provided  to  individuals  and  families  without  regard  to 
religious  affiliation. 
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The  Supreme  Court  has  consistently  affirmed  that  an  analysis 
in  this  area  must  begin  with  three  governing  principles.   First, 
the  statute  or  public  assistance  program  must  reflect  a  clearly 
secular  purpose.   Second,  the  statute  or  public  assistance  must 
have  a  primary  effect  that  neither  advances  nor  inhibits 
religion.   Third,  the  statute  or  public  assistance  program  and 
its  administration  must  avoid  excessive  government  entanglement 
with  religion.   Lemon  v.  Kurtzman.  403  U.S.  602  (1972).   As  you 
can  imagine,  working  out  case  applications  of  these  principles 
can  be  extraordinarily  complex.   Chief  Justice  Burger  noted  in 
the  majority  opinion  in  the  Lemon  case  that  the  language  in  the 
First  Amendment  is  "at  best  opaque,"  403  U.S.  612. 

As  is  most  often  the  case  where  assistance  programs  are 
brought  into  question  concerning  First  Amendment  principles, 
block  grant  assistance  to  Habitat  would  not  appear  to  run  afoul 
of  the  first  prong  of  the  Lemon  test.   Under  the  community 
development  block  grant  program  cities,  urban  counties  and  States 
may  provide  assistance  to  organizations  for  eligible  housing- 
related  activities,  including  site  acquisition.   Providing  such 
activities  without  regard  to  religion  clearly  reflects  a 
legitimate  secular  governmental  interest,  satisfying  the 
Constitutional  mandate  that  public  assistance  must  have  a  wholly 
secular  purpose. 

It  is  the  second  test,  that  the  assistance  have  a  primary 
effect  that  neither  advances  nor  inhibits  religion^  that  has 
historically  been  most  troxiblesome  in  application.   In  Hunt  v. 
McNair,  413  U.S.  734  (1973),  the  Court  added  the  following 
refinement: 

"Aid  normally  may  be  thought  to  have  a  primary  effect  of 
advancing  religion  when  it  flows  to  an  institution  in  which 
religion  is  so  pervasive  that  a  substantial  portion  of  its 
functions  are  subsumed  in  a  religious  mission  or  when  it 
funds  a  specifically  religious  activity  in  an  otherwise 
substantially  secular  setting."   Id.  at  742. 

The  determination  for  Constitutional  compliance  thus  requires  an 
examination  of  the  extent  to  which  religion  pervades  an  entity's 
functions.   In  addressing  this  issue.  Justice  Blaclonan  speaking 
for  the  majority  in  Roemer  v.  Maryland  Public  Works  Board.  426 
U.S.  736  (1976),  declared: 

"To  answer  the  question  whether  an  institution  is  so 
'pervasively  sectarian'  that  it  may  receive  no  direct  State 
aid  of  any  kind,  it  is  necessary  to  paint  a  general  picture 
of  the  institution."   Id.  at  758. 

While  Habitat  undoubtedly  has  professed  religious  purposes, 
our  functional  analysis  paints  a  general  picture  of  exclusively 
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secular  activities.   As  a  general  matter,  it  appears  that  Habitat 
was  created  exclusively  for  the  purpose  of  building  or  renovating 
housing  for  disadvantaged  individuals  or  families.   Specifically, 
there  is  (1)  no  religious  test  for  participation  iii  the 
organization's  housing  programs,  (2)  no  inquiry  as  to  religious 
preference  or  affiliation,  either  to  be  a  board  member  or  to  help 
in  building  the  housing,  (3)  no  proselytizing  conducted  by  the 
organization,  and  (4)  the  provision  of  totally  secular  activities 
by  the  organization.   As  for  stated  religious  purposes  expressed 
in  organizational  docximents  and  acknowledged  by  Habitat,  we  have 
concluded  that  such  purposes  merely  reflect  the  motive  of  the 
organization  in  carrying  out  the  purely  secular  activities.   In 
similar  circumstances,  the  Supreme  Court  has  concluded  that  such 
language  may  be  viewed  essentially  as  "institutional  rhetoric" 
(see  Hunt  v.  McNair.  supra,  at  743),  in  large  part  derivative  of 
the  organization's  history.   We  have  thus  determined  that  Habitat 
for  Humanity  is  not  a  "pervasively  sectarian"  organization  as 
that  term  has  been  used  in  Supreme  Court  opinions . 

In  addressing  the  third  prong  —  excessive  government 
entanglement,  the  Supreme  Court  has  also  placed  great 
significance  on  the  nature  and  character  of  an  aided 
organization.   Thus,  a  determination  that  an  organization  is 
operated  substantially  free  from  religious  influences  diminishes 
the  need  for  the  type  of  surveillance  which  would  be 
Constitutionally  objectionable  as  excessive  governmental 
entanglement.   On  this  point,  in  finding  certain  church-related 
colleges  to  be  free  from  such  religious  influences,  the  Supreme 
Court  in  Roemer  v.  Maryland  Public  Works  Board,  supra,  made  the 
following  observation: 

"As  the  District  Court  found,  the  colleges  perform 
'essentially  secular  educational  functions,'  387  F.  Supp., 
at  1288,  that  are  distinct  and  separate  from  religious 
activity  ....   There  is  no  danger,  or  at  least  only  a 
substantially  reduced  danger,  that  an  ostensibly  secular 
activity  —  the  study  of  biology,  the  learning  of  a  foreign 
language,  an  athletic  event  —  will  actually  be  infused  with 
religious  content  or  significance.   The  need  for  close 
surveillance  of  purportedly  secular  activities  is 
correspondingly  reduced."   426  U.S.  at  762. 

Similarly,  we  are  convinced  that  HeJaitat  conducts  essentially 
secular  housing  activities  and  is  sufficiently  free  from 
religious  influence  so  that  close  governmental  surveillance  is 
unnecessary. 

Having  stated  the  above,  we  are  of  the  opinion  that  it  is 
Constitutionally  permissible  to  provide  assistance  to  Habitat  for 
eligible  community  development  block  grant  activities.   This 
determination  applies  equally  to  Habitat  affiliates  that  fit  the 
above-described  profile  of  the  parent  organization. 
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U.S.  DEPARTMENT  OF  HOUSING  AND  URBAN  DEVELOPMENT 
WASHINGTON.  DC.  2O410-05O0 


Of  nCE  OF  THE  GENERAl.  COUNSEL 


if? 


^  M  m^ 


Craig  L.  Parshall,  Esq. 

The  Rutherford  Institute  of  Wisconsin 

N96  W18221  County  Line  Road 

Suite  206 

Menomonee  Falls,  WI  53051 

Dear  Mr.  Parshall: 

Thank  you  for  your  letter  of  May  15,  1991,  to  Secretary  Kemp 
concerning  Church/State  requirements  imposed  by  the  Department  of 
Housing  and  Urban  Development  (HUD)  on  religious  organizations 
participating  in  the  Transitional  Housing  Program.   You  have 
expressed  particular  concern  that,  with  respect  to  the 
rehabilitation  of  property  owned  by  religious  organizations ,  HUD 
assistance  must  be  provided  to  a  wholly  secular  organization. 
You  have  asked  whether  such  a  requirement  is  overly  restrictive 
in  light  of  Bowen  v.  Kendrick,  108  S.  Ct.  2562  (1988).   Secretary 
Kemp  has  asked  this  office  to  respond  to  the  issues  raised  in 
your  letter. 

As  has  been  often  stated,  to  withstand  scrutiny  under 
Constitutional  Church/State  principles.  Federal  assistance  must 
have  a  primary  effect  that  neither  advances  nor  inhibits 
religion.   Lemon  v.  Kurtzman,  403  U.S.  602  (1972).   In  Hunt  v. 
McNair,  413  U.S.  734  (1973),  the  Court  stated: 

Aid  normally  may  be  thought  to  have  a  primary  effect  of 
advancing  religion  when  it  flows  to  an  institution  in  which 
religion  is  so  pervasive  that  a  substantial  portion  of  its 
functions  are  subsumed  in  the  religious  mission  or  when  it 
funds  a  specifically  religious  activity  in  an  otherwise 
substantially  secular  setting.   Id.  at  743. 

While  case  application  of  this  rule  has  often  proven  difficult, 
it  is  clear  that  (1)  no  direct  aid  can  "go  to  institutions  that 
are  so  'pervasively  sectarian'  that  secular  activities  cannot  be 
separated  from  sectarian  ones , "  and  ("2 )  in  organizations  not 
deemed  "pervasively  sectarian"  only  secular  activities  may  be 
funded.   Roemer  v.  Board  of  Public  Works  of  Maryland.  426  U.S. 
736,  755  (1976).   Thus,  government  assistance  to  a  "pervasively 
sectarian"  organization  for  any  purpose,  secular  or  religious ,  or 
the  funding  of  a  religious  activity  in  a  secular  surrounding  must 
generally  be  viewed  as  advancing  religion  in  violation  of  First 
Amendment  principles.  . 
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The  determination  for  Constitutional  compliance  thus 
requires  an  examination  of  the  extent  to  which  religion  pervades 
an  organization's  functions.   In  addressing  this  issue.  Justice 
Blackmun  speaking  for  the  majority  in  Roemer  declared: 

To  answer  the  question  whether  an  institution  is  so 
"pervasively  sectarian"  that  it  may  receive  no  direct  State 
aid  of  any  kind,  it  is  necessary  to  paint  a  general  picture 
of  the  institution  composed  of  many  elements.   Id.  at  758. 

Unquestionably,  churches  are  "pervasively  sectarian. " 
Additionally,  there  are  other  fundamentally  religious 
organizations  which  conform  to  the  profile  of  a  primarily 
sectarian  or  substantially  religious  institution. 

With  regard  to  the  genesis  of  the  Department's  present 
Church/State  requirements,  in  July  1983,  in  order  to  confirm  the 
Department's  understanding  with  respect  to  Constitutional 
limitations  on  assistance  to  religious  organizations,  the 
Department  requested  guidance  from  the  Department  of  Justice 
(DOJ)  concerning  the  effect  of  United  States  Supreme  Court 
Church/State  decisions  on  HUD  programs,  specifically  the  section 
202  direct  loan  program  and  the  community  development  block  grant 
(CDBG)  program. 

Under  section  202  of  the  Housing  Act  of  1959,  12  U.S.C. 
17  01q,  loans  are  made  to  private  nonprofit  corporations  to 
develop  housing  for  the  elderly  or  handicapped.   Based  on  the 
Church/State  principles  enunciated  above,  HUD  requirements  have 
for  many  years  provided  that  religious  sponsors  must  establish 
private*  secular  nonprofit-borrower  corporations  to  obtain  the 
loan  and  execute  the  mortgage  as  legal  owner  of  the  project.   The 
question  posed  to  DOJ  was  whether  the  HUD  requirements  in  this 
regard  were  Constitutionally  mandated.   In  the  context  of  issues 
you  have  raised,  it  is  important  to  note  that  the  section  202 
housing  program  is  also  an  entirely  secular  activity  in  nature 
and  purpose. 

The  DOJ  ruled  that  the  creation  of  a  separate  secular 
borrowing  entity  in  the  section  202  program  is  Constitutionally 
required.   In  reaching  this  result,  DOJ  concluded  that  if 
separate  secular  borrower  entities  were  not  established,  direct 
and  substantial  aid  would  flow  to  churches  in  violation  of  the 
Establishment  Clause.   The  opinion  states,  "were  section  202 
loans  given  directly  to  churches  or  other  fundamentally  religious 
organizations,  the  principle  that  no  aid  at  all  go  to    , 
institutions  that  are  so  'pervasively  sectarian'  that  secular 
activities  cannot  be  separated  from  sectarian  ones,  Roemer  v. 
Maryland  Public  Works  Board,  426  U.S.  at  755,  would  by  definition 
be  violated. " 
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In  drafting  Transitional  Housing  program  Church/State 
requirements,  we  were -of  course  guided  by  relevant  Supreme  Court 
cases  as  well  as  the  DOJ  legal  opinion.   With  this  underpinning,' 
we  were  persuaded  that  it  would  be  Constitutionally  permissible 
to  use  program  funds  to  renovate,  rehabilitate  or  convert 
buildings  even  if  owned  by  "pervasively  sectarian"  organizations, 
under  the  following  circumstances ; 

1.  The  structure  (or  portion  of  the  structure)  that  is  to 
be  rehabilitated  with. HUD  assistance  has  been  leased  to 
a  recipient  that  is  an  existing  or  newly  established 
wholly  secular  organization,  which  may  be  established 
by  the  primarily  religious  organization; 

2.  The  HUD  assistance  is  provided  to  the  wholly  secular 
organization  (and  not  the  primarily  religious 
organization)  to  make  the  improvements; 

3.  The  leased  structure  will  be  used  exclusively  for 
secular  purposes  available  to  all  persons  regardless  of 
religion; 

4 .  The  lease  payments  paid  to  the  primarily  religious 
organization  do  not  exceed  the  fair  market  rent  of  the 
structure  before  the  rehabilitation  was  done; 

5 .  The  portion  of  the  cost  of  any  improvements  that 
benefit  any  unleased  portion  of  the  structure  will  be 
allocated  to,  and  paid  for  by,  the  primarily  religious 
organization ; 

6.  The  primarily  religious  organization  agrees  that,  if 
the  recipient  does  not  retain  the  use  of  the  leased 
premises  for  wholly  secular  purposes  for  the  useful 
life  of  the  improvements,  the  primarily  religious 
organization  will  pay  an  amount  equal  to  the  residual 
value  of  the  improvements  to  the  secular  organization, 
and  the  secular  organization  will  remit  the  amount  to 
HUD. 

The  Court  in  Bowen  v.  Kendrick  recently  revisited  the  reach 
of  Constitutional  constraints  on  Federal  assistance  to  religious 
organizations.   At  issue  in  this  case  was  a  Federal  statute  which 
provided  funding  for  services  and  research  in  the  area  of 
premarital  adolescent  sexual  relations  and  pregnancy.   Grant 
recipients  were  authorized  to  provide  "care  services"  for  the 
provision  of  care  to  pregnant  adolescents  and  adolescent;- 
parents  and  "prevention  services"  for  prevention  of  adolescent 
sexual  relations.   The  statute  specifically  authorized  Religious 
organizations  or  organizations  with  religious  affiliation  to 
serve  as  grantees . 
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while  upholding  the  Constitutionality  of  the  statute  "on  its 
face"  and  "as  applied,"  the  Court  ruled  that  grants  could  in  the 
future  be  declared  invalid  if  evidence  showed  that  the  funded 
institution  possessed  sectarian  characteristics  which  would  make 
any  direct  grant  of  aid  to  such  an  institution  Constitutionally 
f^^permissible,  i.e.,  the  funding  of  an  organization  determined  to 
^ — Be  "pervasively  sectarian."   In  addressing  this  issue  Justice 

Rehnquist  once  again  confirmed  the  Constitutional  significance  of 
a  "pervasively  sectarian"  determination  when  he  stated: 

Of  course,  even  when  the  challenged  statute  appears  to  be 
neutral  on  its  face,  we  have  always  been  careful  to  ensure 
that  direct  government  aiid  to  religiously-affiliated 
institutions  does  not  have  the  primary  effect  of  advancing 
religion.   One  way  in  which  direct  government  aid  might  have 
that  effect  is  if  the  aid  flows  to  institutions  that  are 
"pervasively  sectarian".  .  .  .   The  reason  for  this  is  that 
there  is  a  risk  that  direct  government  funding,  even  if  it 
is  designated  for  specific  secular  purposes,  may  nonetheless 
advance  the  pervasively  sectarian  institutions'  "religious 
mission."   id.  at  2574. 

It  was  only  in  the  concurring  opinion  of  Justice  Kennedy, 
with  whom  Justice  Scalia  joined,  that  any  attack  on  the 
"pervasively  sectarian"  concept  as  it  has  evolved  was  made.   In 
fact,  it  was  on  this  issue  that  Justice  Kennedy  took  issue  with 
the  majority  opinion,  stating,  "The  question  in  an  as-applied 
challenge  is  not  whether  the  entity  is  of  a  religious  character, 
but  how  it  spends  its  grant."  At  2582. 

Under  the  mechanism  established  by  HUD  for  the  Transitional 
Housing  program,  no  direct  assistance  is  provided  to  the 
"pervasively  sectarian"  organization,  the  assisted  premises  are, 
in  effect,  for  the  life  of  the  activity  transferred  to  a  secular 
entity,  and  if  the  assisted  activity  is  discontinued,  the 
religious  organization  is  required  to  pay  the  secular 
organization  (to  be  returned  to  HUD)  the  residual  value  of  any 
improvements.   Thus,  it  cannot  be  said  that  primarily  religious 
organizations  will  have  received  assistance  in  violation  of  First 
Amendment  principles.   We  are  mindful  of  the  practical 
considerations  with  regard  to  having  to  establish  a  wholly 
secular  organization  to  receive  the  funds.   However,  primarily 
sectarian  organizations  need  not  establish  a  secular  entity;  they 
can  utilize  any  existing  secular  organization.   In  any  case,  for 
the  reasons  stated  above,  we  are  of  the  opinion  that  our 
requirements  are  Constitutionally  required. 

I  want  to  emphasize  that  this  Department  is  strongly 
conunitted  to  ending  the  tragedy  of  homelessness  and  othet 
problems  facing  the  poor.   To  this  end,  we  will  continue  to  work 
with  religious  organizations  and  others  who  share  this  concern, 
but  always  within  the  permissible  ambit  of  the  Establishment 
Clause. 
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Thank  you  for  your  interest  in  the  programs  of  this 
Department . 

Sincerely,   ..  ._.,,. 

Robert  S.  Kenison 
Associate  General  Counsel 
Office  of  Assisted  Housing 
emd  Community  Development 
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NOTE  TO:   Carol  Anderson 

FROM:   Vincent  R.  Landau(Signed)  jjavld  F  p  i  ' 

SUBJECT:   Church/State  Briefing  Paper 

In  connection  with  Secretary  Pierce's  upcoming 
testimony  before  the  House  Subcommittee  on  Housing  and 
Community  Development  of  the  House  Banking  Committee, 
attached  is  the  Church/State  briefing  paper. 

Attachment 
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Church/state 


Constitutional  Background 


The  First  Amendment  of  the  United  States  Constitution  states 
that  "Congress  shall  make  no  law  respecting  an  establishment  of 
religion  ***."   In  a  1971  decision  which  is  still  followed  today, 
the  United  States  Supreme  Court  stated  three  governing  principles 
to  be  followed  in  upholding  the  Constitutionality  of  Federal 
assistance.   Lemon  v.  Kurtzman,  403  U.S.  602. 

1.  The  statute  must  reflect  a  clearly  secular  purpose. 

2.  The  statute  must  have  a  primary  effect  that  neither 
advances  nor  inhibits  religion. 

3.  The  statute  and  its  administration  must  avoid  excessive 
entanglement  with  religion. 

In  constructing  the  reach  of  the  second  of  these  principles, 
the  Court,  in  Hunt  v.  McNair,  413  U.S.  734  (1973) , stated: 

"Aid  normally  may  be  thought  to  have  a  primary  effect  of 
advancing  religion  when  it  flows  to  an  institution  in  which 
religion  is  so  pervasive  that  a  substantial  portion  of  its 
functions  are  subsumed  in  the  religious  mission  or  when  it 
funds  a  specifically  religious  activity  in  an  otherwise 
substantially  secular  setting."  at  743. 

Accordingly,  government  assistance  to  a  "pervasively 
sectarian"  organization  for  any  purpose,  secular  or  religious, 
must  generally  be  viewed  as  advancing  religion  in  violation  of 
First  Amendment  principles. 

Unquestionably,  churches  are  "pervasively  sectarian." 
Additionally,  there  are  other  fundamentally  religious 
organizations  which  conform  to  the  profile  of  a  substantially 
religious  institution. 

HUD  Implementation 

HUD  has  historically  observed  these  principles  in 
administering  its  assistance  programs.   For  example,  in  the 
section  202  elderly  and  handicapped  housing  loan  program 
"pervasively  sectarian"  organizations  have  been  precluded  for 
over  twenty  years  from  acting  as  the  borrower  of  section  202 
funds,  although  they  are  permitted  to  be  sponsors.   In  order  to 
provide  for  such  sponsorship  in  accordance  with  First  Amendment 
principles,  HUD  requires  the  religious  sponsors  to  establish  a 
private,  secular  nonprofit  borrower  corporation  to  obtain  the 
loan  and  execute  the  mortgage  as  legal  owner  of  the  project. 
Thus,  so  long  as  a  "pervasively  sectarian"  organization  does  not 
itself  receive  Federal  assistance,  HUD  has  been  satisfied  that 
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First  Amendment  principles  have  not  been  violated.   Similarly, 
since  very  early  in  the  block  grant  program,  HUD  has  taken  the 
position  that  church  structures  could  not  be  rehabilitated  with 
block  grant  funds. 

3X>J  Opinion 

To  confirm  the  Department's  understanding  with  respect  to 
Constitutional  limitations  on  assistance  to  religious  groups, 
former  General  Counsel  John  J.  Knapp  requested  guidance  from  the 
Department  of  Justice  in  1983,  specifically  with  regard  to  the 
section  202  direct  loan  program  and  the  block  grant  program. 

In  an  opinion  dated  July  -l,  1983,  DOJ  ruled  that  the 
creation  of  a  separate  secular  borrowing  entity- in  the  section 
202  program  is  Constitutionally  required.  . In  reaching  this 
result,  DOJ  concluded  that  if  separate  secular  borrower  entities 
were  not  established,  direct  and  substantial  aid  would  flow  to 
churches,  in  violation  of  the  Establishment  Clause.   With  respect 
to  the  block  grant  program,  the  DOJ  opinion  concluded  that  HUD's 
longstanding  policy  of  prohibiting  block  grant  funds  to 
rehabilitate,  maintain  or  restore  churches  reflects 
Constitutional  requirements. 

Homeless  Legislation 

The  Emergency  Shelter  Grants  Program  was  established  in  1987 
to  help  improve  the  quality  of  existing  emergency  shelters  for 
the  homeless,  to  make  available  additional  emergency  shelters, 
and  to  meet  the  costs  of  operating  emergency  shelters  and  of 
providing  essential  social  services  to  homeless  individuals. 
Under  the  legislation,  HUD  is  specifically  authorized  to  provide 
grants  to  States,  local  governments  and  secular  and  religious 
organizations  exempt  under  section  501(c)  of  the  Internal  Revenue 
Code . 

In  line  with  our  longstanding  position,  the  Department's 
proposed  rules  proscribed  the  use  of  Emergency  Shelter  Grants 
funds  to  renovate,  rehabilitate,  or  convert  buildings  owned  by 
"primarily  religious"  organizations.  Primarily  religious 
organizations  were  fully  eligible  to  carry  out  essential  services 
and  maintenance  activities  so  long  as  such  activities  were 
carried  out  in  a  manner  free  from  religious  influence. 

The  proposed  rule  was  heavily  criticized  by  .Congress  and 
religious  groups.   In  the  main  they  complained  that  the 
Department ' s  proposed  rule  went  beyond  Constitutional 
requirements.   On  April  30,  1987,  the  House  Subcommittee  on 
Employment  &  Housing  held  hearings  on  HUD's  proposed 
implementation  of  the  Emergency  Shelter  Grants  Program, 
specifically  the  Church/State  issue.   General  Counsel  Dorsey 
testified  on  the  HUD  position.   As  a  result  of  the  hearings  the 
House  Committee  on  Government  Operations  issued  House  Report 
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No.  100-445,  entitled  "HUD's  Regulations  Impleraenting  the 
Emergency  Shelter  Grants  Program  Erect  Unnecessary  Barriers,  for 
Religious  Groups  to  Receive  Funds  for  Sheltering  the  Homeless." 

The  House  Report,  as  well  as  some  of  the  comments  received 
on  the  proposed  rule,  cite  Hunt,  Roemer  v.  Board  of  Public  Works 
of  Maryland.  426  U.S.  736  (1976),  and  Tilton  v.  Richardson,  403 
U.S.  672  (1971),  for  the  proposition  that  government  assistance 
can  be  provided  to  religious  organizations  so  long  as  the 
assistance  is  for  secular  activities.   However,  all  of  these 
cases  allowed  aid  to  religiously  af f illiated  colleges  for  such 
activities  only  after  specific  findings  by  the  Court  that  they 
were  not  primarily  religious  organizations. 

Final  Regulation  for  Emergency  Shelter  Grants 

After  a  thorough  reconsideration  of  all  the  issues 
presented,  the  Department  issued  the  final  rule  on  October  19, 
1987.   The  final  rule  permits  Emergency  Shelter  Grants  to 
renovate,  rehabilitate  or  convert  buildings  owned  by  primarily 
religious  organizations  only  under  the  following  circumstances: 

1.  The  building  (or  portion  thereof)  that  is  to  be 
improved  with  the  HUD  assistance  has  been  leased  to  an 
existing  or  newly  established  wholly  secular  entity 
(which  may  be  an  entity  established  by  the  religious 
organization) ; 

2.  The  HUD  assistance  is  provided  to  the  lessee  (and  not 
the  lessor)  to  make  the  improvements; 

3.  The  leased  premises  will  be  used  exclusively  for 
secular  purposes  available  to  all  persons  regardless  of 
religion; 

4.  The  lease  payments  do  not  exceed  the  fair  market  rent 
of  the  premises  as  they  were  before  the  improvements 
are  made; 

5.  The  portion  of  the  cost  of  any  improvements  that  also 
serve  a  non-leased  part  of  the  building  will  be 
allocated  to  and  paid  for  by  the  lessor; 

6.  The  lessor  enters  into  a  binding  agreement,  that  unless 
the  lessee,  or  a  qualified  successor  lessee,  retains 
the  use  of  the  leased  premises  for  a  wholly  secular 
purpose  for  at  least  the  useful  life  of  the 
improvements,  the  lessor  will  pay  to  the  lessee  an 
amount  equal  to  the  residual  value  of  the  improvements; 

7.  The  lessee  must  remit  the  residual  value  of  the 
improvements  referred  to  in  (6)  above  to  the  original 
grantee  from  which  the  amounts  were  derived. 
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The  lessee  can  also  enter  into  a  management  contract 
authorizing  the  lessor  religious  organization  to  operate  the 
facility,  including  the  provision  of  essential  services,  in 
carrying  out  the  secular  purpose.   In  such  case,  the 
religious  organization  must  agree  in  the  management  contract 
to  carry  out  its  contractual  responsibilities  in  a  manner 
free  from  religious  influences  pursuant  to  conditions 
prescribed  by  HUD. 

While  allowing  Emergency  Shelter  Grants  funds  to  be  used  to 
renovate,  rehabilitate  or  convert  property  owned  by  primarily 
religious  organizations,  these  requirements  were  carefully 
drafted  to  be  in  accord  with  relevant  Supreme  Court  opinions,  as 
well  as  the  DOJ  opinion. 

CPD  &  Block  Grants 


By  memorandum  from  Jack  Stokvis  to  all  Field  Offices,  dated 
November  16,  1987,  these  provisions  were  made  applicable  to 
essentially  all  CPD  programs. 
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TESTIMONY 
OF 
EARL  G.  GRAVES 
PUBLISHER  &  CEO 
BX.ACK  ENTERPRISE  MAGAZINE 

BEFORE 

CONGRESSIONAL  BLACK  CAUCUS 
BRA INTRUST/HEARING 

"FINANCIAL  INSTITUTIONS  AND  BLACK  CHURCHES: 
FORGING  A  PARTNERSHIP  TO 
EMPOWER  THE  AFRICAN-AMERICAN  COMMUNITY" 

WASHINGTON,  D.C. 

SEPTEMBER  16,  1994 
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GOOD  MORNING  CHAIRMAN  FLAKE  AND  MEMBERS  OF  THE  BRAINTRUST/HEARING 
FORMULATED  BY  THE  CONGRESSIONAL  BLACK  CAUCUS.   I  AM  EARL  G.  GRAVES, 
FOUNDER  AND  PUBLISHER  OF  BLACK  ENTERPRISE  MAGAZINE,  AND  CHAIRMAN  AND 
CEO  OF  PEPSI-COLA  OF  WASHINGTON,  D.C.,  THE  LARGEST  BLACK  OWNED  PEPSI 
FRANCHISE  IN  THE  COUNTRY.  I  WOULD  BE  REMISS  IF  I  DID  NOT  TAKE  A  MINUTE 
NOW  TO  DO  A  COMMERCIAL  AND  ENCOURAGE  YOU  TO  TRY  A  PEPSI  WHILE  YOU  ARE 
HERE  IN  WASHINGTON. 


CONSCIOUS  AS  I  AM  OF  THE  ENORMOUS  ADVANCES  AFRICAN-AMERICANS  HAVE 
MADE  OVER  THE  PAST  SEVERAL  DECADES — INCLUDING  THE  GROWTH  OF  THIS  VERY 
CAUCUS — NO  MORE  PRESSING  PROBLEM  FACES  OUR  COMMUNITY  THAN  ECONOMIC 
EMPOWERMENT. 


WITHOUT  IT,  IT  SEEMS  TO  FOLLOW  JUST  AS  CERTAIN  AS  NIGHT  FOLLOWS 
DAY,  THAT  A  RASH  OF  SOCIAL  PROBLEMS  MUST  CERTAINLY  DEVELOP  AS  THEY 
HAVE,  TO  THE  SERIOUS  DETRIMENT  OF  MANY  OF  OUR  COMMUNITIES.   ONE 
POSSIBLE  SOURCE  OF  HELP  IS  THE  BLACK  CHURCH,  WHICH  TRADITIONALLY  HAS 
BEEN,  AND  CONTINUES  TO  BE  OUR  MOST  POWERFUL,  RICHEST  AND  INFLUENTIAL 
INSTITUTION. 


FOR  THE  PAST  DECADE,  MEMBERS  OF  THE  BLACK  ENTERPRISE  BOARD  OF 
ECONOMISTS,  WHICH  INCLUDES  SOME  OF  THE  COUNTRY'S  LEADING  BLACK 
ECONOMIC  STRATEGISTS,  HAVE  STRESSED  THE  POTENTIAL  LEVERAGE  CHURCHES 
CAN  HAVE  IN  ECONOMIC  DEVELOPMENT.   YET  THE  SURFACE  OF  THIS  POTENTIAL 
HAS  ONLY  BEEN  SCRATCHED. 

IN  LAST  DECEMBER'S  ISSUE  OF  BLACK  ENTERPRISE  MAGAZINE  WE  TOOK  AN 
IN-DEPTH  LOOK  AT  HOW  A  NUMBER  OF  BLACK  CHURCHES,  IN  DIFFERENT  AREAS  OF 
THE  COUNTRY  HAVE  ENTERED  THE  AREA  OF  ECONOMIC  EMPOWERMENT,  AND  SOME  OF 
THE  AVENUES  THEY  HAVE  EXPLORED. 


WE  FOUND  THAT  IN  GENERAL  THE  CHURCHES  WERE  LED  BY  DYNAMIC  AND 
COMMITTED  MINISTERS.   THESE  MINISTERS  WERE  MOTIVATED  BY  THE  CONDITIONS 
THEY  SAW  ALL  AROUND  THEM  TO  USE  CHURCH  RESOURCES  TO  ATTEMPT  SOME 
DEGREE  OF  ECONOMIC  DEVELOPMENT.    SOMETIMES  THEY  FORMED  PARTNERSHIPS 
TO  INCLUDE  FUNDS  FROM  OTHER  SOURCES. 

ONE  OF  THE  CHURCHES,  HARTFORD  MEMORIAL  BAPTIST  IN  DETROIT, 
PURCHASED  VACANT  LAND  WHICH  IT  NOW  LEASES  TO  SEVERAL  BUSINESSES  AND 
SOCIAL  SERVICE  AGENCIES,  AS  WELL  AS  A  SCHOOL.   PLANS  ARE  IN  THE  WORKS 
FOR  A  SHOPPING  CENTER.   OTHER  CHURCHES,  ON  WHICH  WE  REPORTED,  HAVE 
ESTABLISHED  SENIOR  CITIZEN  HOMES,  OPERATED  APARTMENT  BUILDINGS,  CREDIT 
UNIONS  AND  OTHER  NON-PROFIT  BUSINESSES. 
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OUR  RESEARCH  INDICATED  THAT  THIS  TYPE  OF  CHURCH  INVOLVEMENT  HAS 
MADE  A  PROFOUND  AND  POSITIVE  DIFFERENCE  IN  THE  LIFE  OF  THE  COMMUNITY 
IN  WHICH  IT  TAKES  PLACE.   THIS  OCCURS  NOT  ONLY  FROM  THE  STANDPOINT  OF 
PROVIDING  SERVICES  AND  MUCH  NEEDED  JOBS,  BUT  ALSO  BY  ADDING  THAT 
SPECIAL  INTANGIBLE  OF  HOPE.   HOPE  AND  THE  BELIEF  THAT  SOMEONE  CARED 
ENOUGH,  AND  HAD  VISION  ENOUGH,  TO  DARE  GO  WHERE  OTHERS  HAVE  TURNED 
AWAY. 


THERE  IS  EVERY  REASON  TO  BELIEVE  THIS  IS  NOT  A  PASSING  PHENOMENA, 
BUT  THAT  AS  ACTIVE  AND  AGGRESSIVE  YOUNG  MINISTERS,  CONVERSANT  WITH  THE 
DYNAMICS  OF  OUR  RAPIDLY  CHANGING  SOCIETY,  ASCEND  TO  PULPITS  OF  THEIR 
OWN,  MANY  WILL  BRING  WITH  THEM  A  PRONOUNCEr.  SENSE  OF  THE  NEED  TO 
DEVELOP  THEIR  COMMUNITIES  ECONOMICALLY. 


IT  IS  CERTAINLY  UNDERSTOOD  BY  THIS  PANEL,  BUT  PERHAPS  IT  IS  WISE 
TO  STATE  FOR  THE  RECORD  THAT  ONE  OF  THE  FUNDAMENTAL  STRENGTHS  OF  THE 
BLACK  CHURCH  IS  THAT  IT  SERVES  MANY  FUNCTIONS,  OVER  AND  ABOVE  BEING  A 
PLACE  WHERE  PARISHIONERS  GO  TO  WORSHIP  ON  SUNDAY.   IT  IS  A  MEETING 
PLACE,  A  TOWN  HALL,  A  FORUM,  A  CENTER  OF  POLITICAL  ACTIVITY,  A  SOCIAL 
SERVICE  CENTER — SO  IT  IS  NOT  ALL  THAT  SURPRISING  THAT  IT  WOULD  BE  PART 
OF  THE  EVER  GROWING  MOVEMENT  TO  ECONOMICALLY  REVITALIZE  OUR  DECAYING 
NEIGHBORHOODS. 


NOT  EVERY  VENTURE  BY  A  CHURCH  INTO  OFTEN  TURBULENT  ECONOMIC 
WATERS  HAS  BEEN  A  SUCCESSFUL  VOYAGE.   THERE  HAVE  BEEN  SOME  SHIPWRECKS, 
BUT  THESE  ARE  TO  BE  EXPECTED  IN  ANY  SMALL  BUSINESS — WHICH  ESSENTIALLY 
ARE  WHAT  CHURCH  SPONSORED  ECONOMIC  PROJECTS  ARE. 


HOWEVER,  THERE  IS  AMPLE  EVIDENCE  THAT  WITH  THE  PROPER  PLANNING, 
AND  CUSTOMARY  CONTROLS  COMMON  TO  ALL  BUSINESSES,  CHURCH  SPONSORED 
ENTREPRENEURIAL  ACTIVITIES  CAN  HELP  MAKE  A  MAJOR  DIFFERENCE  IN  MANY 
AREAS  IN  WHICH  AFRICAN-AMERICANS  LIVE.    URBAN  AND  RURAL  AS  WELL. 


LET  ME  CLOSE  BY  SAYING  THAT  AS  AN  AFRICAN-AMERICAN,  A  MEMBER  OF 
AN  AFRICAN-AMERICAN  CHURCH,  A  CONCERNED  CITIZEN,  A  FATHER  AND  A 
GRANDFATHER,  I  THINK  WE  SHOULD  ALL  REJOICE  THAT  OUR  MOST  VALUED  AND 
CHERISHED  INSTITUTION  HAS  ENTERED  THE  STRUGGLE  TO  CONQUER  ONE  OF  THE 
LAST  REMAINING  BARRIERS  TO  OUR  PROGRESS — ECONOMIC  EMPOWERMENT. 


QUITE  REASONABLY,  WE  CANNOT  EXPECT  THAT  OUR  CHURCHES  CAN  DO  IT 
ALL.   THE  TASK  IS  SIMPLY  TOO  TREMENDOUS.   THEY  CAN,  HOWEVER,  BE  A 
MAJOR  FACTOR  IN  THE  PROCESS,  PROVIDING  NOT  ONLY  ECONOMIC  MUSCLE,  BUT 
AN  ATTITUDE  OF  PURPOSE  AND  DEDICATION  THAT  HAVE  ALWAYS  BEEN  THE 
HALLMARK  OF  THE  BLACK  CHURCH. 


119 


THE  CHURCHES  ENGAGED  IN  ECONOMIC  EMPOWERMENT,  AND  THOSE  WHO  WOULD 
LIKE  TO  BECOME  ENGAGED,  NEED  HELP  FROM  OTHER  SOURCES.  HOPEFULLY,  THIS 
HEARING  WILL  HELP  PRODUCE  STRATEGIES  AND  ACTION  PLANS  TO  EXPEDITE  THIS 
PROCESS. 


DO  THIS,  AND  THIS  HEARING  CAN  BE  JUDGED  A  SUCCESS. 


THANK  YOU. 
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"Financial  Institutions  and  Black  Churches:  Forging  A  Partnership 

To  Empower  The  African  American  Community" 

Submitted  By  Reverend  H.  Michael  Lemmons 
Executive  Director,  CNBC 

Chairman  Flake,  I  want  thank  you  for  inviting  me,  as  Executive  Director  of  The 
Congress  Of  National  Black  Churches,  Inc.  (CNBC)  to  testify  at  this  braintrust  titled, 
"Financial  Institutions  and  Black  Churches:  Forging  A  Partnership  To  Empower  The  African 
American  Community".  I  am  particularly  delighted,  Mr.  Chairman,  wth  the  fact  that  the 
church  at  which  you  provide  pastoral  leadership  is  a  brilliant  example  of  that  which  we  have 
come  to  discuss  today. 

For  those  of  you  who  might  not  be  familiar  with  the  Congress  of  National  Black 
Churches,  let  me  say  that  CNBC  was  founded  in  1978,  and  is  headquartered  in  Washington, 
D.C.  Our  founder  is  Bishop  John  Hurst  Adams  of  the  African  Methodist  Episcopal  Church. 
Our  current  chairman  is  Bishop  William  H.  Graves  of  the  Christian  Methodist  Episcopal 
Church.  CNBC  is  a  coalition  of  eight  major  historically  black  denominations:  African 
Methodist  Episcopal;  African  Methodist  Episcopal  Zion;  Christian  Methodist  Episcopal;  Church 
of  God  in  Christ;  National  Baptist  Convention  of  America,  Inc.;  National  Baptist  Convention, 
USA,  Inc.;  National  Missionary  Baptist  Convention  of  America;  and  the  Progressive  National 
Baptist  Convention,  Inc.  Together,  these  denominations  represent  sixty-five  thousand  churches 
and  a  membership  of  more  than  nineteen  million  people.  As  a  voluntary,  nonprofit 
organization,  CNBC  has  a  twofold  purpose:    (1)  to  promote  unity,  charity,  and  fellowship 
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among  the  member  denominations;  and  (2)  to  provide  the  opportunity  for  the  identification  and 
implementation  of  program  efforts  that  may  be  achieved  more  effectively  through  collecti\'e 
action  than  by  any  single  denomination.  Through  CNBC,  black  leaders  from  different 
denominations  are  able  to  share  their  understanding  of  the  role  of  the  church  and  to  develop 
programs  to  address  issues  of  major  concern  to  the  black  community.  Among  the  many 
concerns  addressed  by  the  Congress,  its  member  denominations  and  their  member  churches, 
is  the  role  Black  Churches  can  play  in  the  revitalization  of  distressed  commimities  throughout 
America. 

The  Black  Church  in  America  has  been  celebrated  on  many  fronts  for  its  numerous 
contributions  made  in  the  development  of  the  black  commimity  in  particular  and  the  United 
States  as  a  whole.  Often  overlooked,  however,  has  been  the  significant  role  played  by  the 
Black  Church  in  the  area  of  economic  development.  Since  its  inception,  not  only  has  the  Black 
Church  been  the  nucleus  for  the  spiritual,  political  and  social  concerns  of  the  black  commimity, 
but  it  has  also  served  as  the  nucleus  for  its  economic  endeavors.  C.  Eric  Lincoln,  in 
reflecting  on  the  historical  role  of  the  church  in  economic  development,  states  that,  "The 
economic  ethic  of  the  Black  Church  was  forged  in  the  crucible  of  the  slave  quarters  from 
whence  an  ethos  or  spirit  of  survival  and  self-help  emerged."  (Lincoln,  p.241)  Therefore, 
from  the  very  beginning  of  the  Black  Church  movement  in  America,  there  has  always  been  an 
inextricable  link  between  our  spiritual  and  economic  life.  Evidence  of  early  Black  Church 
involvement  in  economic  development  can  be  traced  back  to  the  creation  of  credit  unions, 
insurance  companies,  educational  institutions,  banks,  funeral  homes  and  mutual  aid  societies. 
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This  emphasis  of  Black  Church  involvement  in  community  economic  development  has 
remained  an  integral  part  of  the  agenda  over  the  years  at  varying  degrees.  Today,  however, 
we  are  witnessing  an  intense  movement  as  a  whole  to  build  on  its  historical  role  as  an 
economic  institution  within  distressed  commimities.  Lessons  learned  from  the  Civil  Rights 
struggle,  reductions  in  government  spending  on  human  needs,  and  the  escalating  problems  in 
black  commimities,  has  led  our  churches  to  the  reality  that  if  the  communities  in  which  our 
churches  engage  in  ministry  are  to  be  "saved"  the  church  must  identify  new  and  enterprising 
ways  in  which  it  can  exercise  its  economic  clout.  The  Black  Church,  which  receives  well  over 
two  billion  dollars  a  year  in  dues,  donations,  charitable  giving,  and  many  times  that  figure  in 
volimtary  services  and  other  "in  kind"  contributions,  is  charged  with  the  awesome  responsibility 
for  creating  economic  change  in  distressed  communities.  (Lincoln,  p.  14)  Dr.  Charles  G. 
Adams  in  his  August  11,  1994  farewell  address  as  president  of  the  Progressive  National  Baptist 
Convention  stated  that. 


The  African  American  Church  is  all  that  African  Americans  own, 
control  and  lead.  It  sits  in  the  middle  of  the  dark  and  difficult 
ghetto.  Everybody  in  the  ghetto  does  not  belong  to  the  Church 
but  the  church  belongs  to  everybody  in  the  ghetto.. .Let  us  use  it 
to  encourage  AfHcan  Americans  to  be  partners,  movers  and 
shakers  in  the  vast  undeveloped  vistas  of  economic  possibility. 


This  resoimding  message  echoed  by  voices  from  many  different  black  pulpits  across 
America  in  recent  years  has  not  fallen  on  deaf  ears,  but  has  taken  root  in  many  black 
communities  through  the  creation  of  Black  Church  sponsored  economic  development  initiatives. 
Central  to  these  endeavors  has  been  the  capacity  of  the  Black  Church  to  develop  partnerships 
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with  both  private  and  public  institutions  based  on  the  reality  that  with  all  of  its  resources  the 
Black  Church  in  and  of  itself  cannot  resolve  the  many  problems  which  plague  the  black 
community.  Therefore,  the  church  must  continue  its  historical  role  of  being  a  conduit  for  bring 
resources  into  the  community. 

We  at  the  Congress  are  proud  not  only  with  the  work  undertaken  by  our  national  office 
in  the  area  of  economic  development,  but  are  pleased  with  the  work  of  individual  churches  in 
our  network  throughout  the  country  that  have  served  as  exemplary  models  of  Black  Church 
involvement  in  community  economic  development.  Many  of  these  churches  in  recent  years 
have  caught  the  attention  of  researchers,  journalists,  and  scholars  which  has  resulted  in  the 
generation  of  more  literary  documentation  of  these  efforts. 

One  church  which  serves  as  innovative  example  is  that  of  the  Hartford  Memorial 
Baptist  Church  in  Detroit,  Michigan  pastored  by  Dr.  Charles  G.  Adams.  Hartford  Memorial 
is  responsible  for  the  creation  of  a  social  service  center.  The  center  provides  food,  clothing, 
medical  help  and  counseling  to  persons  in  need.  The  church  also  owns  a  school  wWch 
provides  automotive  training  to  persons  who  formerly  were  incarcerated  or  victimized  by  drug 
addiction.  Under  the  leadership  of  its  pastor,  the  church  generated  one  million  dollars  to 
purchase  property  which  is  currently  leased  to  Kentucky  Fried  Chicken  and  McDonald's 
restaurants.  Both  of  these  companies  have  opened  franchises  in  the  black  commimity  and 
employ  residents  from  the  community.  Hartford  also  owns  several  auto  repair  shops  and 
numerous  convenience  stores.    These  endeavors  have  attracted  a  number  of  other  businesses 
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and  have  transformed  the  urban  blight  that  once  surrounded  the  church  into  viable  economic 
opportunities  for  the  community. 

Another  example  of  individual  Black  Church  involvement  in  community  economic 
development  is  that  of  Ward  African  Methodist  Episcopal  Church  in  Los  Angeles  California. 
Under  the  direction  of  its  former  pastor.  Reverend  Frank  M.  Reid,  III,  Ward  AME  church 
sought  to  respond  to  the  changing  demographics  within  their  community  due  to  tremendous 
growth  in  its  Hispanic  population,  building  expansion  on  the  part  of  a  imiversity,  and  the  city's 
redevelopment  plan.  All  of  these  activities  placed  significant  economic  strain  on  the 
community.  Despite  the  fact  that  most  of  the  congregants  lived  outside  of  the  community,  the 
church  felt  a  need  to  respond  in  a  creative  way  to  the  emerging  conditions  in  the  community. 

As  a  result,  the  church  formed  the  Ward  Economic  Development  Corporation  and  began 
an  impressive  five  million  dollar  fund  raising  drive.  This  effort  on  the  part  of  Ward  AME 
church  resulted  in  them  being  able  to  identify  the  building  of  senior  housing  as  a  viable 
economic  enterprise  for  the  community.  They  secured  a  three  acre  development  site  and 
secured  ten  million  dollars  in  construction  and  permanent  financing.  They  also  formed  a 
partnership  with  private  investors  who  became  the  managing  partners  for  the  project.  This 
resulted  in  the  building  of  one  hundred  and  twenty  units  of  low  income  housing  within  that 
community. 
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Perhaps  one  of  the  best  examples  of  African-American  Church  involvement  in 
communit>'  economic  development  is  the  Baptist  Ministers  Union  of  Kansas  City,  an  alliance 
of  over  one  hundred  black  clergy  who  were  confronted  by  urban  blight  in  one  of  the  low 
income  sections  of  Kansas  City.  A  hospital  which  had  been  an  economic  resource  to  the 
communit}'  closed  its  doors  and  moved  to  the  suburbs.  It  left  an  old  abandoned  facility  behind 
which  became  a  center  of  activity  for  drug  abuse  and  prostitution.  The  state  decided  to  turn  the 
facility  into  a  penal  institution.  The  Baptist  Ministers  Union  was  able  to  block  this  proposal 
by  exercising  its  political  clout  and  found  themselves  challenged  with  de%'eloping  a  viable 
alternative  for  use  of  the  site.  This  led  to  a  partnership  between  the  Baptist  Ministers  Union 
and  the  Community  Development  Corporation  of  Kansas  City. 

The  ministers  rallied  the  support  of  city  officials  and  congregants  and  the  CDC  used  its 
development  experience  to  determine  the  best  economic  enterprise  for  the  community. 
Through  its  feasibility  study,  the  CDC  determined  that  the  best  use  of  the  site  would  be  a 
shopping  center.  The  ministers  and  CDC  officials  used  their  influence  to  generate  money  from 
churches,  the  city,  private  fotindations,  investors,  businesses  and  government  agencies  to 
provide  leverage  capital  for  the  effort,  which  enabled  the  parmership  to  secure  a  construction 
loan  from  a  local  bank.  This  effort  resulted  in  the  erection  of  an  eighty  thousand  square  foot 
shopping  center  which  was  leased  to  predominantly  African  American  tenants. 

These  are  only  a  few  of  the  many  examples  of  successftJ  chuu-ch  efforts  to  engage  in 
economic  development  activities  which  are  designed  to  create  jobs,  promote  self  sufficiency 


126 


and  change  the  economic  base  of  communities.  The  grave  reality  is,  however,  that  churches 
working  individually  in  limited  networks  across  the  country  cannot  facilitate  the  large  scale 
change  needed  across  the  countrj'.  The  mechanism  for  creating  such  change  is  resident  in  an 
organization  that  reaches  into  all  communities  through  its  ability  to  bring  Black  Churches  of 
eight  major  denominations  together  and  an  organization  which  has  a  proven  track  record  for 
building  successful  national  programs  by  creating  partnerships  with  government,  private 
agencies  and  businesses.  The  Congress  of  National  Black  Churches  is  the  best  example  of 
such  a  group. 

From  its  founding,  CNBC  has  worked  to  help  churches  and  their  denominations  become 
more  effective  in  responding  to  many  of  the  problems  black  people  face.  CNBC's  programs 
are  based  on  the  recognition  that  some  problems  are  so  large  that  they  can  only  be  addressed 
effectively  through  collective  action. 

Since  1984,  the  Congress  of  National  Black  Churches  has  created  strategies  to  address 
economic  development  on  a  national  level.  The  leadership  of  CNBC  considers  the  Black 
Church  to  be  rich  in  resources  and  potential,  yet  poor  in  its  ability  to  leverage,  manage,  and 
use  the  financial  strength  that  it  currently  has.  The  economic  development  agenda  of  CNBC 
is  to  develop  strategies  that  will  enable  the  Black  Church  to  better  position  its  financial  strength 
and  to  use  its  resources  more  effectively.  As  such,  we  are  committed  to  making  a  positive 
impact  on  our  churches  and  the  communities  they  serve  by  creating  opportunities  for  economic 
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empowerment  and  ebbing  the  steady  tide  of  disenfranchisement  and  disinvestment  in  the  black 
community. 

Securing  adequate  insurance  has  always  been  a  critical  problem  for  Black  Churches  in 
America.  In  fact,  many  Black  Churches  have  been  forced  to  conduct  their  ministries  vwthout 
insurance.  Many  of  those  who  have  been  successful  in  securing  coverage  eventually  find  they 
have  been  underinsured.  Because  of  these  concerns,  CNBC  considered  developing  its  own 
property  and  casualty  company  to  meet  the  insurance  needs  of  its  churches.  However,  it 
encountered  two  major  drawbacks;  the  property  and  casualty  business  requires  an 
extraordinarily  large  amount  of  capital  and  the  business  itself  is  cyclical  in  nature. 

In  1984,  CNBC  and  the  Aetna  Life  and  Casualty  Insurance  Company  joined  together 
to  form  the  Church  Insurance  Partnership  Agency  (CIPA).  This  marked  the  fu-st  time  Black 
Churches  forged  a  working  coalition  with  a  major  American  company.  From  1984  to  June, 
1993,  CIPA  conducted  a  successful  program  of  providing  property  and  casualty  insurance  to 
Black  Churches.  CIPA  also  provided  valuable  education  in  the  areas  of  risk  management  and 
insurance  coverage  and  has  been  responsible  for  the  development  and  licensing  of  black  agents 
across  the  country  into  the  program. 

In  June  of  1993,  CNBC  acquired  full  ownership  of  the  agency,  making  CIPA  a  wholly- 
owned  subsidiary.  This  marks  the  first  time  a  commercial  insurance  agency  has  been  wholly 
owned  by  an  organization  representing  eight  historic  black  denominations.    In  essence,  eight 
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member  denominations  and  the  sixty-five  thousand  local  churches  of  those  denominations  share 
an  ownership  position  in  this  agency.  CIPA  administers  programs  on  the  national  level  to 
provide  property  and  casualty  insurance  for  churches,  life,  retirement  and  disability  products 
for  pastors  and  church  employees,  and  is  developing  a  special  program  to  insure  small  and 
emerging  churches. 

The  Economic  Development  agenda  of  CNBC  is  committed  to  creating  strategies  that 
seek  to  address  widespread  issues  that  affect  not  only  the  Black  Churches,  but  also  the 
communities  in  which  they  serve.  The  Community  Reinvestment  Act  of  1977  and  financial 
institution's  lending  practices  in  low  to  moderate  income  communities  has  been  under 
examination  recently  since  Home  Mortgage  Disclosure  Act  data  has  revealed  barriers  still  exist 
that  prevent  access  to  credit  and  other  banking  services  in  those  communities.  After  engaging 
in  conversations  with  several  major  financial  institutions.  CNBC  has  responded  to  a  need 
expressed  by  our  membership  at  large  to  increase  access  to  capital,  credit  and  banking  services 
by  entering  into  a  partnership  with  First  Union  Corporation  (First  Union)  that  will  bring 
together  a  pool  of  dedicated  resources  to  meet  the  needs  of  African  American  churches,  their 
congregations  and  the  communities  they  serve. 

Over  the  next  six  years.  First  Union  and  CNBC  will  focus  their  energies  and  resources 
on  the  following  issues: 
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Increasing  the  understanding  and  awareness  of  the  different  aspects  of  personal 
and  church  finance  and  minority-owned  business  tlirough  a  series  of  educational 
workshops  and  seminars; 

•  Simplifying  existing  procedures  for  obtaining  a  full  range  of  credit  products, 
increasing  access  to  those  products,  and  the  development  of  new  products  is 
necessary; 

Rebuilding  and  renovating  targeted  communities  through  programs  that  create 
affordable  housing  and  provide  job  opportunities  for  CNBC  congregation 
members  and  residents  of  the  communities;  and, 

•  Accessing  additional  sources  of  revenue  when  available  by  obtaining  grants  and 
encouraging  contributions  to  help  achieve  the  CNBC/First  Union  partnership 
goals. 

Community  development  programs  embracing  single  or  multi-family  affordable  housing, 
small  business  and  microenterprise  development,  commercial  development,  and  education  will 
be  created  in  each  of  eight  pilot  cities  from  Washington,  DC  to  Jacksonville,  Florida. 

In  addition  to  the  core  programs,  other  asset  building  strategies  will  be  utilized.  CNBC 
has  an  interest  in  creating  a  model  for  the  implementation  of  Individual  Development  Accounts 
(IDA's)  as  a  vehicle  for  movement  toward  homeownership.  One  of  the  primary  barriers  to 
homeownership  for  persons  with  ordinary  incomes  is  the  ability  to  save  money  for  a 
downpayment.    IDA's  are  a  way  to  eliminate  that  barrier  for  people  to  achieve  the  dream  of 
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homeownership  and  would  also  serve  to  increase  access  to  education  and  business  opportunities 
on  a  wide  scale. 

In  siunmary,  the  Economic  Development  agenda  of  the  Congress  of  National  Black 
Churches  is  dedicated  to  the  idea  that  economic  self  sufficiency  is  the  key  to  the  future.  We 
believe  that  the  Black  Church  has  been,  and  still  remains,  the  cornerstone  of  the  black 
community  and  the  most  effective  vehicle  for  the  delivery  of  products  and  services  into  that 
community.  It  is  also  the  only  conduit  for  the  consistent  and  qualitative  distribution  of 
information  on  a  broad  scale  directly  to  our  jjeople.  We  thank  you  for  the  opportunity  to 
participate  in  these  proceedings  and  we  congratulate  you  for  the  timely  convening  of  this 
hearing. 
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FINANCIAL  INSTITUTIONS  AND  BLACK  CHURCHES: 

FORGING  A  PARTNERSUil'  it)  tMhOWER  THE 

AFRICAN  AMERICAN  COMMUNITY 


To  the  esteemed  members  of  Congress,  most  notably  Congressmen  Floyd  Flake,  Albert  R. 
Wyiin,  and  Walter  R.  Tucker,  to  the  members  of  the  clergy  present  and  to  the 
representatives  from  financial  institutions; 

It  is  an  honor  to  testify  'o  the  importance  of  forging  relationships  between  financial 
institutions  and  Black  churches. 


As  president  of  the  lugesi  fiee-standing  seminsry  nf  The  United  Methodist  Church,  I  have 


the  privilege  of  gleaning  from  my  conversations  with  faculty,  students,  and  alumni/ae  from  |  llGOlpClLdl 

across  the  nation  about  their  leadership  of  small  and  large  congregations.  As  pastor  of  a        DdTUnciry 

rapidly  growing  inner-city  Black  church,  I  have  extensive  experience  in  negotiating  with 

local  financial  institutions  on  behalf  of  the  congregation  as  a  corporate  entity  in  the 

purchase  and  sale  of  property  and  assets.  At  the  outset  of  this  hearing  it  is  important  to 

realize  that  this  is  a  mutually  beneficial  conversation  Black  pastors  themselves  as  well  as 

financial  institutions  must  come  to  the  table  recognizing  the  power  of  the  Black  church. 

1  Black  churches  have  a  committed  constituency.  According  to  Emerging 
Trends  Magazine  (Vol.  y,  No.  5,  May  1987),  blacks  consistently  scored  above 
the  nationwide  rate  at  the  levels  of  churched,  superchurched  and  below  nationwide 
rates  of  unchuix;hed  and  totally  nonreligious  categories. 

2  Black  churches  are  cash  rich.  Lincoln  and  Mamiya's  study  of  the  African 
American  Religious  bxperience  estimated  the  annual  Income  of  Black  churches  to 
be  over  2  billion  dollars.  Others  estimate  it  at  closer  to  3  billion.  Franklyn 
Richardson,  outgoing  General  Secretary  of  the  National  Baptist  Convention  USA 
Inc.,  the  largest  black  organization  in  the  wortd,  (and  a  doctoral  student  at  United 
Theological  Seminary)  in  an  article  in  the  Urban  Leagues  1992  State  of  Black 
America  entitled  "Mission  to  Mandate:  Self-Development  through  the  Black 
Church"  reveals:  In  a  1993  random  survey  conducted  by  the  NBC's  in  New  York 
Entertainment  Committee,  it  was  discovered  that  "in  the  New  York  metropolitan 
area,  600  churches  deposit  1 52  million  annually  in  2 1  banks,  and  they  have  40 
million  in  loans.  That  means  that  each  Monday  morning,  these  churches  deposit 
over  3  million  in  New  York  banks."  The  same  is  true  in  much  smaller  communities 
around  the  country 

3  Black  churches  have  invaluable  community  Good  Will  and  Name 
Recognition.  These  variables  are  translated  into  monetary  terms  regularly  in 
business  transactions  in  every  other  area.  Though  it  has  many  critics  the  Black 
church  has  no  pecris. 

4  Black  churches  are  not  mysterious,  unstable  entities  that  rise  and  fall  with 
individual  leadership  any  more  than  any  other  corporation  In  fact,  the  shareholders 

of  incofporated  BUck  churches  have  more  input  and  ownership  in  its  management!  8 1 0     Harv^ird     niv  J. 

rhiyum.  Ohio  4!)-»0<i-4599 
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and  business  afTairs  than  most  businesses  with  which  I  have  been  affiliated.  The  necessary  checks 
and  balances  are  present  to  ensure  reasonable  diligence  in  business  affairs.  It  is  with  hun^ility  )ind 
love  that  I  should  remind  the  financial  establishments  of  the  hole  we  are  all  diggmg  out  of  because 
of  improper  safeguards  and  procedures  within  the  banking  industry 

5  This  next  point  I  share  with  you  as  a  businessman  As  President  of  United  Theologicd 
Seminary,  I  have  had  the  opportunity  to  lead  the  faculty  in  the  creation  of  relevant  programmlig 
in  the  African  American  religious  community.  Seven  years  ago  United  Theological  Seminary  in 
Dayton,  Ohio,  created  an  innovative  and  relevant  African  American  Ministries  doctoral  degree 
track  We  now  boast  more  African  American  doctoral  students  than  all  other  Doctor  of  Ministry 
programs  combined.  Black  Issues  in  Higher  Education  ranked  UTS,  a  predominantly  white 
United  Methodist  seminary,  as  number  7  in  the  country  in  granting  doctoral  degrees. 

No  scholarships  were  offered  and  the  academic  expectations  were  raised  rather  than 
lowered  for  this  program.  Pastors  from  all  over  the  US,  the  Bahamas,  and  the  virgin  Islands  ^ay 
full  tuition  and  travel  expenses  for  six  trips  a  year  for  two-artd-a-half  years  to  participate  in  the 
program.  Congressman  Floyd  Flake  is  one  of  our  students  and  Jawanza  Kunjufli  is  now  mentoring 
his  second  doctoral  group.  These  leaders  participate  because  the  program  takes  the  Black  church 
seriously  and  members  of  the  Black  church  create  it.  These  programs  are  successful  because  they 
were  created  for  a  constituency  with  a  need  that  no  other  academic  institutions  were  taking 
seriously  at  the  time.  Isn't  that  what  good  business  is  all  about?  ideas  meet  need  which  creates 
profit  Banking  is  more  competitive  than  ever  before  and  African  American  religious  leaders  are 
more  prepared  than  ever  before  to  take  seriously  their  responsibility  for  the  economic  well  being 
of  their  communities. 

6  From  1787  when  Richard  Allen  began  the  movement  which  culminated  in  the  creation  of 
the  Free  Afirican  Burial  Society,  Black  churches  have  been  creating  credit  unions  and  other  forms 
Of  resource  sliaring.  There  is  new  breed  of  pastor  on  the  scene  however  In  Columbus,  Ohio,  C 
Dexter  Wise  and  Failh  Ministries  plan  to  build  a  city  with  supermarkets,  schools  and  recreation 
facilities.  Frank  Thomas  and  the  New  Faith  Baptist  Church  in  Matteson,  Illinois,  seek  to  do  the 
same  and  have  the  land  and  the  plans  and  are  well  on  their  way  to  having  the  money  to  begin 
construction    Alvin  Jackson  and  the  Mississippi  Boulevard  Church  in  Memphis,  Tennessee,  l^ave 
it  all.  They  have  a  fifteen  building  campus  in  the  center  city  which  includes  a  counseling  center  as 
well  as  a  biswiing  alley. 

These  churches  are  filling  economic  gaps    Not  by  politicking  and  protesting  but  by  buying 
and  bargaining,  leveraging  and  financing.  Floyd  Flake  and  Allen  AME  in  Jamaica,  NY,  have  a 
shopping  plaza  and  a  school,  Charles  Adams  and  the  Hartford  Memorial  Baptist  Church  in  Detroit 
own  property  now  leased  to  Kentucky  Fried  Chicken  and  McDonald's  restaurants.  These  pastors 
have  determined  that  they  can  help  people  create  a  new  world  for  themselves  with  jobs 
Huntington  Bank  was  led  several  years  ago  by  three  very  distinct  transformative  leaders  with  a 
vision  that  a  new  world  could  not  be  created  without  homes  and  proper  housing.  A  Yuppie 
church,  an  older  more  traditional  church  and  a  charismatic  pentecostal  congregation  joined 
together  to  create  a  special  reiatiotiship  with  Huntington  Bank  whereby  every  member  of  their 
congregations  would  be  guaranteed  a  first  or  second  mortgage  and  the  baiik  would  give  donations 
to  the  churches  for  every  new  loan  or  account  opened  with  the  bank.  Over  20  million  dollars  in 
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loans  have  been  made  because  of  pastors  trying  to  help  people  create  a  new  world  for 
themselves. 

These  new  ministries  promote  jobs,  homes,  counseling  for  fanuly  stability,  support  groups 
for  single  parents,  schools  for  moral  upbringing  and  academic  excellence  for  children,  computer 
centers  for  the  training  of  children  and  adults  for  the  ikw  world  of  information.  They  have 
created  stores  for  the  proper  tunmround  of  capital  within  the  community  and  restaurants  that  seek 
to  provide  food  good  for  bocjy  and  soul.    These  kitchens  offer  training  in  survival  cooking  for 
people  who  don't  know  how  to  shop  or  cook  in  ways  that  are  physically  and  financially  heahl^. 

7  The  Black  church  is  full  of  movers  and  shaken  like  the  ones  mentioned  above    In  a 

competitive  business  environment  one  looks  for  good  partners.  The  financial  institutions  and 
Black  churches  have  much  to  offer  each  other. 

In  summary,  Black  churches  remain  as  the  sole  business  in  many  inner-city  neighborhoods    If 
tinancml  institutions  are  serious  about  revitalizing  center  cities  and  neighborhoods  they  will  find  strot^ 
business  partners  in  Black  churches  and  their  leaders.  Black  churches  must  realize  that  the  church  is  now 
the  only  institution  where  black  people  give  money  to  aid  black  owned  and  operated  financial  entities  for 
investment  and  innovation.  Those  hard  earned  contributions  of  the  faithiul  can  no  longer  be  stockpiled  in 
financial  insntutions  earning  low  interest  in  savings  accounts.  These  funds  must  be  turned  around  to 
cieate  jobs  and  progressive  community  building  institutions.  Financial  institutions  and  Black  churches 
must  work  together  to  rebuild  our  cities.  I  repeat,  the  time  for  partnership  is  right.  "Come  let  us  reaton 
together." 

Respectftilly  submitted, 

Dary!  Ward 

President,  United  Theological  Seminary,  Dayton,  Ohio 

Pastor,  Omega  Missionary  Baptist  Church,  Dayton,  Ohio 
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BLACK  ECONOMICS:   Solutions  for  Economic 
and  Community  Empowerment 

by:   Jawanza  Kunjufu 

African  Americans  have  successfully  achieved  two  revolutions 
physical  and  electoral.   The  first  challenge  was  to  remove 
the  chains  of  slavery;  the  second  was  to  secure  the  right 
to  vote.   Presently,  we  have  elected  over  7,000  public 
officials  who  have  become  governors,  senators,  congress 
persons  and  mayors.   The  third  revolution  or  frontier  is 
economics.   I  believe  a  historical  mistake  was  made  in 
Montgomery,  Alabama  in  1955  when  after  381  days  of 
successfully  boycotting  the  white  bus  company,  we  acquiesced 
and  resumed  riding  their  buses.   I  believe  we  should  have 
further  developed  our  own  alternative  bus  company.   This 
mistake,  similar  to  Brown  vs.  Topeka,  reflects  our  definition 
of  freedom.   For  some,  freedom  is  the  ability  to  be  with 
whites  in  institutions  they  control.   For  others,  like  myself, 
freedom  is  the  ability  to  create  our  own  institution  of 
quality. 

As  a  result  of  our  best  Black  minds,  i.e.,  DuBois'  talented 
tenth  -  the  Black  middle  class,  that  portion  of  our  race 
that  constitutes  25  percent  and  earns  in  excess  of  $40,000 
per  year;  60  percent  of  them  work  for  the  government,  35 
percent  work  for  white  corporations,  and  only  five  percent 
have  become  entrepreneurs.  While  the  historical  questions 
were,  "When  will  we  become  free?"  and  "When  will  we  be  able 
to  vote?";  the  present  question  should  be  to  this  elite  group, 
"How  many  people  do  you  employ?" 

These  questions  become  more  significant  when  juxtaposed  to 
the  statistics  that  in  1920,  90  percent  of  African  American 
children  had  their  father  present;  in  1960,  it  was  still 
80  percent  but  in  the  1990's  it  has  plundered  to  38  percent. 
The  cotton  fields  have  all  been  plowed  and  the  factories 
no  longer  reside  in  the  U.S.,  but  have  relocated  to  Mexico 
with  a  wage  rate  of  $2.38  per  hour,  or  South  Korea  at  $0.75 
per  hour.   The  American  capitalists  espouse  buy  American 
while  they  employ  foreigners. 

In  my  book.  Black  Economics,  I  listed  several  objectives 
which  included: 

1 )  We  need  to  increase  Black  businesses  in  the  African 
American  community.   For  every  1000  members  there  are 

9  businesses,  while  in  the  larger  White  community  there 
are  64  businesses  per  1000  members. 

2)  We  need  to  have  our  best  African  American  minds  involved 
in  starting  these  businesses.   Research  has  shown  that 
in  the  African  American  community,  people  who  start 
businesses  primarily  have  the  least  education  and  less 
capital  and  are  primarily  in  the  retail  industry. 
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3)  We  need  to  improve  the  environment  for  Black  business 
development  and  stimulate  and  encourage  participation. 
Presently,  we  have  too  many  parents  telling  their  children 
to  secure  a  good  education  in  order  to  secure  a  "good 
job."   There  is  also  the  image  that  Black  businesses 

are  marginal  and  as  a  result  the  illusion  is  that  it's 
better  to  be  a  professional  than  to  be  an  entrepreneur. 

4)  We  need  Black  institutions,  i.e.,  churches  and  civil 
rights  organizations  to  begin  emphasizing  economic 
development  and  place  it  high  on  the  agenda.   For  some 
reason,  we  are  the  only  ethnic  or  racial  group  who  has 
developed  a  political  base  before  an  economic  base. 

5)  We  need  to  stop  waiting  for  governmental  assistance  and 
reparations  to  eradicate  the  implorable  conditions 
that  presently  exist  in  the  African  American  community. 

6)  We  need  responsible  business  owners  who  will  be  responsive 
to  the  needs  of  the  masses.   We  do  not  need  the  Black 
elite  to  encourage  the  masses  to  "Buy  Black"  for  their 
aggrandizement,  nor  do  we  need  owners  who  have  no  desire 
to  give  back  to  the  masses  who  patronized  their 
business  endeavors. 

7)  Lastly,  we  need  to  study  successful  economic  ventures 
historically  and  presently  in  our  community.   We  have 
seen  too  much  research  paint  a  victim  analysis.   At  this 
juncture  in  our  history,  we  need  more  case  studies  of 
how  families  and  companies  have  become  successful  in 
spite  of  racism  and  monopoly  capitalism. 

I  have  three  models  for  developing  the  larger  community. 
First,  we  need  to  develop  a  Kazi  (Swahili  word  for  work) 
pool.   Many  African  Americans  have  skills  and  most  of  us 
have  the  ability  to  work,  but  unfortunately  in  ar.   economy 
where  money  is  the  only  means  of  exchange,  we  have  skilled 
workers  and  people  with  the  desire  to  work  who  are  unemployed. 
This  could  be  avoided  if  we  developed  a  bartering  system 
with  our  labor.   For  example,  let's  say  that  I'm  an  unemployed 
accountant,  or  carpenter.   I  go  to  the  Kazi  labor  pool  and 
provide  10  hours  of  labor  to  those  desirous  customers  who 
contacted  Kazi.   My  account  would  be  credited  by  10  hours. 
I  then  contact  Kazi  and  have  10  hours  of  work  performed, 
i.e.,  haircut,  lawn  mowed,  car  repaired,  etc.   The  able 
scenario  transpired  without  any  money  being  exchanged.   We 
cannot  allow  the  dollar  bill  to  make  us  incapacitated! 

The  second  model  is  called  Ujamaa  (Swahili  word  for 
cooperative  economics).   The  major  reason  many  businesses 
fail,  or  simply  never  start,  is  the  lack  of  capital.   The 
assumption  is  that  foreigners  secure  low  interest  loans. 
It  is  just   that  -  an  assumption.   The  reality  is  that  other 
groups  use  their  culture  and  pool  their  monies  together. 
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To  implement  Ujamaa,  the  following  steps  are  required: 

1 )  We  must  learn  to  trust  each  other. 

2)  All  participants  are  asked  to  bring  their  business 
plan  to  the  meeting. 

3)  Everyone  also  brings  $100.00  which  is  given  to  the 
treasurer. 

4)  All  business  plans  are  presented  and  evaluated. 

5)  A  vote  is  taken  to  identify  the  best  plan.   The 
winner  receives  all  monies  collected. 

6)  The  winner  is  expected  to  open  the  business  and 
network  and  support  the  business  owners  that  are 
present  in  the  meeting. 

7)  Subsequent  meetings  are  scheduled  so  that  eventually 
all  participants  will  secure  financing  for  either 
their  new  business,  or  expansion. 

The  last  model  is  the  church  economic  development  corporation. 
Dr.  Walter  Malone  points  out  in  his  book,  From  Holy  Power 
to  Holy  Profit,  that  we  have  over  75,000  churches  and  annual 
revenues  of  two  billion  dollars.   The  objectives  will  be 
to  place  larger  amounts  in  African  American  banks,  greater 
utilization  of  African  American  general  contractors,  and 
the  creation  of  credit  unions,  housing  developments,  small 
business  loans,  and  financial  planning  .seminars. 

In  conclusion,  the  physical  chains  have  been  removed.   We've 
elected  over  7,000  public  officials,  yet  we  have  an  epidemic 
unemployment  problem  in  our  community.   Many  of  our  youth 
believe  their  only  economic  options  are  becoming  ball  players, 
drug  dealers,  or  rap  artists.   We  need  our  best  African 
American  minds  starting  businesses  and  putting  our  people 
back  to  work. 
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Thank  you.  I  will  be  brief  because  I  want  to  save  as  much  time  as  possible  for  questions. 
Besides,  I  feel  as  though  I'm  preaching  to  the  choir-  if  you'll  pardon  the  pun  Congressman 
Flake.  I  am  certain  that  all  of  us  are  interested  in  achieving  the  same  goal  -  and  are  just 
trying  to  figure  out  how  to  best  achieve  it. 

Let  me  touch  on  the  subject  of  African-American  churches  as  economic  drivers.  We  are  all 
familiar  with  the  church's  very  important  role  as  a  social  and  spiritual  center  for  inner<ity 
communities.  But  in  recent  years,  churches  have  taken  on  the  role  of  financial  engines  for 
those  communities,  as  well. 

And  it  is  interesting  that  as  they  have  adopted  this  new  role,  these  churches  have  also 
enjoyed  significant  grov/th.  So,  this  development  is  becoming  something  we  rarely  see,  an 
upward  spiral  ...  as  the  churches  grow  in  size  and  numbers,  they  also  grow  in  terms  of  the 
financial  muscle  they  can  exert. 

At  NationsBank,  we  view  the  churches  as  a  source  of  economic  power  that  can  and  should 
be  leveraged  by  the  private  sector. 

Currently,  financial  institutions  and  churches  work  together  in  many  ways:  churches  can  be 
borrowers  or  they  can  be  lenders.  They  can  be  catalysts  for  a  project  and  they  can  provide 
social  services.  They  can  be  sources  of  information  and  technical  assistance  and  they  can 
be  the  critical  link  between  a  bank  and  a  neighborhood. 

Let  me  give  you  some  examples.   About  a  year  ago,  NationsBank  joined  the  Interfaith 
Action  Committee  -  a  4 1  <hurch  coalition  -  to  finance  the  construction  of  85  affordable  new 
town  homes  in  Prince  George's  County.  NationsBank  is  the  lead  lender  on  the  $3  million 
participation  construction  loan  -  the  other  lenders  are  church  groups.  This  coalition  of 
churches  intends  to  develop  more  than  a  thousand  units  of  affordable  housing  in  Prince 
George's  County  over  the  next  ten  years. 

NationsBank  also  worked  with  Samaritan  Inns,  a  housing  subsidiary  of  a  local 
congregation.  We  provided  a  $600,000  loan  for  acquisition  and  construction  of  a  new 
headquarters  building,  called  "Festival  Center,"  that  provides  social  services  to  residents  in 
Adams  Morgan.  We  also  financed  a  $700,000  loan  to  help  them  rehabilitate  88  units  of 
transitional  housing  that  created  the  largest  single  room  occupancy  building  for  men  in  the 
D.C.area. 
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In  Fort  Washington,  Maryland,  NationsBank  helped  a  church  located  in  a  low- and 
moderate- income  area  -the  Ebenezer  A.M.E.  Church -construct  a  new  sanctuary.    (They 
were  holding  services  in  a  local  school.) 

Since  closing  the  loan,  NationsBank  also  has  hosted  a  community  loan  day  for  the 
congregation,  opening  several  new  accounts  for  church  members,  and  offering  free  bank 
education  classes. 

I  think  these  are  very  powerful  examples  of  how  banks  and  churches  can  work  together  to 
make  a  significant  difference  in  the  neighborhoods  that  need  our  help  the  most.  And  the  key 
element  in  this  relationship  is  churches  have  insights  into  their  communities  that  is  critical  to 
the  success  of  community  development  lending. 

As  I  have  said  many  times,  it  is  no  secret  that  banks  have  not  always  done  all  they  could  to 
help  empower  residents  of  inner-city  neighborhoods.  At  NationsBank,  we  are  very 
interested  in  working  toward  correcting  that  situation.  Our  goal  is  to  be  the  best  community 
development  lending  bank  in  the  U.S.  But  the  truth  is,  we  are  usually  outsiders  -  lacking  a  lot 
of  credibility  -  in  those  neighborhoods  where  we  need  to  do  a  better  job.  One  of  our 
biggest  challenges  is  helping  people  in  historically  underserved  areas  believe  that  we  are 
serious  about  community  development. 

We  know  inner-city  churches  have  the  relationships  -  the  ability  to  steer  us  in  the  right 
direction  -  that  is  critical  to  our  success  in  reaching  these  communities  and  individuals.  And 
make  no  mistake,  we  are  keenly  interested  in  succeeding  -  we  want  to  make  loans  in  these 
neighborhoods.  We  are  eager  to  form  alliances  and  partnerships  with  groups  that  can  put 
us  in  a  position  to  make  meaningful,  effective  loans.  In  this  area,  I  believe  inner-city 
churches  have  enormous  potential  to  help  NationsBank  -  and  all  financial  institutions. 

At  this  point,  you  probably  want  to  ask  me  just  how  that  potential  can  be  realized.  Frankly,  I 
don't  have  all  the  answers.  But  I  believe  there  are  four  ways  banks  and  churches  must  work 
together  to  take  community  development  to  the  next  level. 

First,  would  be  mutual  identification  and  development  of  good  credit  opportunities. 

Let  me  be  specific.  For  starters,  we  need  church  leaders  to  bring  us  their  good  ideas,  their 

best  contacts,  their  quality  information  about  where  we  can  have  the  most  impact. 

For  example,  we  are  currently  providing  the  gap  financing  for  the  Mattie  B.  Uzzle  Outreach 
Center  in  Baltimore.  The  center  will  offer  substance  abuse  services  in  a  neighborhood 
where  more  than  half  the  residents  have  incomes  belowfhe  poverty  level ...  only  55  percent 
have  completed  high  school ...  and  less  than  half  the  children  who  enter  high  school  today, 
ever  finish. 
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It's  a  young  neighborhood  -  the  median  age  is  27.  The  incidence  of  crime  and  substance 
abuse  is  much  higher  fhan  For  Baltimore  as  a  whole  -  and  about  one-third  oF  drug-related 
deaths  involve  males  between  1 5  and  24  years  old.  Obviously,  this  neighborhood  can 
beneFitfrom  a  substance  abuse  program  ...  And  we  are  proud  to  be  a  part  of  creating  one 
at  the  Mattie  B.  Uzzle  Outreach  Center. 

How  did  we  learn  about  this  opportunity?  From  the  Center's  parent  organization  -  Israel 
Baptist  Church,  right  across  the  street.  This  is  a  terrific  example  of  a  church's  connection  to 
its  neighborhood. 

Second,  we  should  play  on  our  strengths.  For  us,  as  bankers,  that  means  making  loans.  For 
churches,  that  means  initiating  projects  and  providing  infrastructure  that  is  critical  to  the 
success  of  holistic  community  development. 

Rightly  or  wrongly,  banks  are  best  at  seeking  out  and  evaluating  loans  -not  at 
entrepreneurially  developing  projects.  We  do  do  it,  but  these  efforts  are  anecdotal 
compared  to  our  ability  to  lend  to  projects  initiated  by  the  community. 

As  an  example,  NationsBank  CDC  will  undertake  four  to  six  new  projects  in  1 995; 
impressive  projects,  and  beneficial  to  the  neighborhoods  in  which  they  are  built.  Our 
lenders,  on  the  other  hand,  will  make  more  than  $2  billion  in  loans  in  underserved 
neighborhoods.  Taking  community  development  to  the  next  level  involves  churches  creating 
viable  lending  opportunities  so  that  we  can  do  what  we  do  best. 

Third,  we  need  to  work  concurrently  to  improve  the  credibility  of  banks.    I  think  it  is  safe  to 
say  that  when  people  in  the  Collington  Square  neighborhood  I  just  mentioned  need 
financial  services,  they  don't  think  of  NationsBank. 

Instead,  we  all  know  they  turn  to  check-cashing  outlets,  pawn  shops  and  convenience  stores. 
We  have  not  done  a  good  job  of  helping  them  understand  that  a  bank  is  often  a  better 
resource  for  them.  What  do  I  mean  by  that?  Well,  just  to  take  one  example,  the  least 
expensive  check  cosher  charges  a  fee  of  about  three  percent.    For  anyone  who  has  a  bonk 
checking  account,  the  fee  would  be  zero.  And,  in  the  Mid-Atlantic  region,  NationsBank 
offers  limited-income  consumers  a  checking  account  with  no  monthly  service  fees. 

If  churches  could  help  us  educate  their  congregations  about  their  financial  choices,  then 
everybody  -  the  churches,  congregations,  communities,  and  even  the  banks -would  be 
better  off. 
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And  fourth,  we  must  endeavor  to  jointly  advance  public  policy  innovation  that  v^ould 
encourage  community  development  and  streamline  a  fragmented,  confusing  system. 

A  couple  of  years  ago,  I  helped  judge  the  Fannie  Mae  Foundation's  Maxwell  Awards  of 
Excellence.  Here's  what  struck  me. ...In  reviewing  the  country's  best  examples  of  affordable 
housing  development,  I  could  not  find  any  two  projects  with  a  similar  structure.  Each  of  them 
had  different  public  and  private  sector  players. . .  Sources  and  amounts  of  equity  varied 
enormously  . . .  And  the  time  that  it  took  to  assemble  these  complex  deals  to  produce 
relatively  small  amounts  of  housing  was  astounding.  We  simply  must  have  some  method  to 
the  madness  and  complexity  of  public  funding,  government  programs,  and  red  tape. 

My  point  is  this. ..Black  churches  and  banks  can  be  more  effective  advocates  for  public 
policy  change  together  than  we  can  be  separately.  In  identifying  our  mutual  role  in 
community  development,  I  cannot  think  of  a  way  to  have  a  more  widespread  impact. 

Churches  are  working  hard  to  find  and  provide  desperately  needed  capital  for  their 
neighborhoods.  And  that  is  a  laudable  effort. 

Clearly,  our  inner-city  churches  can  be  a  powerful  ally  in  helping  banks  find  the  people  and 
the  opportunities  to  help  those  v4io  need  it  most.  I  hope  our  conversations  today  will  move 
us  further  in  that  direction. 


#  #  # 
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Commitment 

in  the  Community 
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The  people  of 
NononsticnK  are 
generating  results 
that  make 
a  difference  to 
the  neighborhoods 
we  serve. 
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At  the  annual  Report  to 
Communities,  a  senior 
banking  executive 
presents  community 
specific  loan  data,  local 
activity  highlights  and 
results  of  the  S 1 0  billion/ 
10-year  commitment. 


iitional  financial  sen  i 


.'  an  annual 


information 
Exchange 


Creographk 
Arlion  Plan 


Report  to 
Communities 


NoNwisaanfc        1 


BBStsaiBswiaiass'^'  ■■  ■> . 


147 


148 


:_ji-|ijiiiiiiaiiaiiiini.Lii 


Marketing 
Community  Investment 
Products  and  Programs 


'^larketin/;  0' 
prodti' 


..//  busiiir.^ 


:ii.xU  tu  ultr 
...I ..- 


Communication 
Vehicles 


f 


Communicating  with  a 
diverse  customer  base 
and  educating  customers 
about  NationsBank 
products  and  services 
are  critical  to  the 
success  of  revitalizing 
neighborhoods. 
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Educating 

Consumers  to  Become  Customers 


Education  and 
Technical 
Assistance  Croup 


NationsBank,  working 
with  SER  —  Jobs  for 
Progress  Inc.,  — 
established  a  toll-free 
education  hotline 
for  Spanish-speaking 
and  English-speaking 
customers. 
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Creating 

Innovative  Products  and  Services 
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With  product  innovations 
and  new  services, 
NationsBank  continues 
to  develop  opportunities 
for  individuals  and 
families  with  low-  to- 
moderate  incomes 
to  become  home  owners. 
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Creafing 

Innovative  Products  and  Services 
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Checking  and 
Savings  Products 


There  is  a  growing 
need  to  "think  outside 
the  box"  when 
developing  new 
credit  products 
for  limited-income 
consumers. 
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Delivering 
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NationsBank  has  a 
comprehensive  delivery 
system  that  provides 
customers  a  variety 
of  ways  to  access  its 
products  and  services. 


Banking  Centers 


Specialixed 
Business  Offices 


Community 
Loan  Day 
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to  Stimulate  Economic  Growth 
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The  Community 
Development  Equity 
Group  works  with 
local  residents  and 
community  leaders 
before  developing  an 
investment  strategy. 
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to  Stimulate  Economic  Growth 
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Nations  Housing  Fund, 
a  partnership  between 
NationsBank  and  the 
Enterprise  Social 
Investment  Corporation, 
provides  scarce  equity 
capital  for  the  financing 
of  affordable  housing. 
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Partners 

Generate  Business  Results 
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Community  investment 
is  a  success  at 
NationsBank  because 
of  the  involvement 
anci  support  of 
community  partners 
at  the  local,  state 
and  national  levels. 
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Other  NationsBank 
Information 


Community 
Investment 
Program 


The  NationsBank 
Community  Investment 
Program  includes 
innovotive  programs 
ancj  services  lor 
economic  and 
community  development. 
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Congress  of  Religious 
Credit  Unions 


Dedicated  to  Religious  Based  Credit  Unions 
and  Community  Based  Credit  Unions 
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HOUSE  BANKING,  FINANCE  AND  URBAN  AFFAIRS 

COMMITTEE 

Subcommittee  on  General  Oversight, 

Investigations  and  the  Resolution  of 

Failed  Financial  Institutions 


CHAIRMAN  FLOYD  M.  FLAKE 


Testimony  of  the 
CONGRESS  OF  RELIGIOUS  CREDIT  UNIONS,  INC. 

Presented  By 


GEORGE  T.  FARRELL 
National  Director 


September  16,  1994 
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CONGRESS  OF  RELIGIOUS  CREDIT  UNIONS 
Washington,  D.  C.  Area 


WELCOME! 


Dear  Colleagues: 

WELCOME  to  the  Eighteenth  Annual 
Congressional  Black  Caucus  Legislative 
Weekend,  "Embracing  Our  Youth  For  A  New 
Tomorrow". 

Our  youth  are  our  future  and  we  owe  our 
children  financial  security  so  that  they  may 
have  life,  liberty,  and  the  pursuit  of  happiness 
as  guaranteed  by  the  Bill  of  Rights  of  the 
United  States  of  America. 

Please  take  the  time  to  review  our 
testimony  and  case  studies  which  present 
workable  solutions  to  establishing  strong, 
insured,  depository  financial  institutions  in 
African  American  communities  across  America. 

Sincerely, 

CONGRESS  OF  RELIGIOUS 
CREDIT  UNIONS,  INC. 


George  Farrell 
National  Director 
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MARCH,  1958 


"Well  it  has  been  said  ...  that 
Negroes  too  often  buy  what  they 
want  and  beg  for  what  they  need. 
Negroes  must  learn  to  practice 
systematic  saving.  They  must  also 
pool  their  resources  through 
serious  cooperative  enterprises. 
Such  agencies  as  Credit  Unions, 
Savings  and  Loan  Associations, 
and  finance  companies  are  needed 
in  every  Negro  community.  All  of 
these  things  that  would  serve  to 
lift  the  economic  level  of  the  Negro 
which  would  in  turn  give  him 
greater  purchasing  power.  This 
increased  purchasing  power  will 
inevitably  make  for  better  housing, 
better  health  standards,  and  for 
better  educational  standards." 


DR.  MARTIN  LUTHER  KING,  JR. 
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1994-  1995 
Dade  County,  Florida 


CRCU'S  APPEAL  TO  THE  COMMUNITY 


"Let  us  take  the  collective 
wealth  of  the  communities  and 
keep  it  in  the  communities  to 
provide  financial  services  to 
meet  the  needs  and  priorities 
of  the  communities.  Let  us 
form  our  own  financial 
institutions  that  will  respect 
the  people  and  businesses  of 
the  community,  address  their 
economic  health  and  provide 
economic  justice  in  the 
dispensation  of  credit." 


B.  THOMPSON,  REGIONAL  DIRECTOR 
CRCU,  INC.  -  SOUTHEAST 
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The  cooperative  credit  union  nnovement  was  born  in  Europe  during 
the  nnid  1800's.  The  first  credit  union  was  organized  in  Belgium  in  1848 
during  a  period  of  severe  economic  depression.  At  the  same  time, 
cooperative  credit  societies  were  being  developed  in  Germany  to  provide 
a  self-help  vehicle  for  the  shopkeepers,  urban  workers  and  farmers  who 
had  been  forced  to  pay  usurious  rates  charged  by  the  area  money  lenders. 
These  societies  were  democratically  controlled,  all  capital  came  from  the 
savings  of  members,  and  they  were  open  to  voluntary  membership.  The 
credit  union  system  crossed  nautical  borders  through  religious  institutions. 

By  1 900,  the  financial  cooperative  idea  had  traveled  to  Canada  and 
in  1 909,  the  first  credit  union  was  organized  in  the  United  States  by  Saint 
Mary's  Bank.  This  first  Religious  Based  Credit  Union  proved  so  successful 
that  by  1935,  thirty-eight  (38)  states  and  the  District  of  Columbia  had 
laws  permitting  the  establishment  of  credit  unions  and  over  3,000  were 
organized. 

In  1 934,  Congress  passed  the  Federal  Credit  Union  Act  "to  establish 
a  Federal  Credit  Union  System,  to  establish  a  further  market  for  securities 
of  the  United  States  and  to  make  more  available  to  people  of  small  means 
credit  for  provident  purposes  through  a  national  system  of  cooperative 
credit,  thereby  helping  to  stabilize  the  credit  structure  of  the  United 
States."  That  Act  set  the  basic  structure  which  governs  Federal  credit 
unions  today. 

If  we  read  this  paragraph  again,  the  terms  "people  of  small  means" 
and  "for  provident  purposes"  hold  the  most  meaning.  Fifty  (50)  years 
later  in  1 994,  there  is  a  structure  for  low  income  people  and  minorities  in 
America  to  establish  a  "national  system  of  cooperative  credit." 
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The  Congress  of  Religious  Credit  Unions,  Inc.,  hereinafter  referred 
to  as  CRCU,  is  dedicated  to  providing  technical  services,  training  and 
education,  solely  to  religious  and  fraternal  based  credit  unions.  At 
present,  we  are  conducting  our  activities  from  Washington,  D.C.  and 
Miami,  Florida. 

As  the  trade  and  professional  organization  for  Religious  Based  Credit 
Unions  (RBCUs),  we  represent  and  protect  the  interests  of  the  members 
of  the  Congress  of  Religious  Credit  Unions  before  the  National  Credit 
Union  Administration. 

Our  mission  is  to  develop  stronger  credit  unions  through  training, 
information  and  services;  to  provide  aid  in  the  formation  and  chartering 
of  new  Federally  insured  credit  unions;  and  to  advise  the  religious 
community  of  available  economic  and  financial  opportunities. 

The  teachings  of  the  Christian  faith  are  quite  clear  with  regard  to 
those  in  need.  Assisting  others  is  a  central  part  of  the  message.  The 
story  of  the  Good  Samaritan  is  one  of  the  most  familiar  parables  of  the 
New  Testament.  The  legal  summary  "You  shall  love  the  Lord  your  God... 
and  your  neighbor  as  yourself."    Need  we  ask  who  is  our  neighbor? 

Churches  have  begun  to  responding  to  the  needs  that  have  become 
so  apparent  in  our  times.  At  one  time,  churches  were  sending  out 
missionaries  to  other  countries  to  answer  calls  for  relief  from  famine, 
flood  or  natural  disaster  in  other  parts  of  the  world  but  now  we  are  seeing 
problems  of  hunger,  homelessness  and  poverty  on  our  doorsteps.  We  are 
truly  learning  in  these  past  three  decades  that  "Charity  begins  at  home," 
Churches  are  doing  more  and  are  recognizing  how  much  more  still  needs 
to  be  done,  both  in  terms  of  meeting  the  immediate  needs  of  those  close 
to  us  and  by  supporting  better  public  programs  so  government  can 
respond  more  effectively. 
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People  of  faith  today  are  beginning  to  question  some  of  the  root 
causes  of  the  problenns  we  face.  Why  so  many  homeless?  Why  so  many 
hungry?  Why  aren't  there  enough  jobs?  They  are  beginning  to  ask  if 
there  is  not  more  that  can  be  done  with  the  structure  of  our  economy  to 
solve  these  problems  -  to  cure  the  disease  rather  than  just  to  alleviate  the 
symptoms. 

Twentieth  century  good  Samaritans  must  marshall  a  new  kind  of 
power  --  power  to  build  counter-structures  that  effectively  challenge 
unjust  social  structures. 

The  question  is  no  longer  limited  to  those  of  our  'neighbors'  who  are 
in  desperate  straits  -  actually  homeless  and  hungry.  It  is  now  a  question 
for  middle  class  Americans  who  seem  to  be  losing  their  share  of  the  land 
of  plenty,  and  for  their  children  who  can't  seem  to  get  a  start  on  a  decent 
job  and  a  home  of  their  own. 

Something  is  wrong  with  the  structure.  We  cannot  keep  supplying 
band-aids,  like  good  Samaritans,  without  questioning  the  system  that 
generates  these  problems.  Why  doesn't  our  society  give  a  fair  and  equal 
opportunity  to  all?  Why  can't  it  extend  enough  help  to  those  who  have 
not  had  as  much  of  a  chance  to  get  started  as  others  have  had? 

To  talk  about  root  causes  of  hunger  and  homelessness  today,  or  the 
lack  of  adequate  employment,  career  and  business  opportunities, 
affordable  housing  and  health  care,  is  to  raise  questions  concerning  the 
basic  structure  of  our  economic  institution.  What  can  we  do  to  create 
social  and  economic  structures  that  will  restore  the  opportunities  that 
were  once  available  in  our  society.  How  can  we  create  a  system  that  will 
offer  people  who  are  now  being  left  out  a  place,  something  to  work  for. 
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something  to  live  for?  How  can  we  ennpower  the  economically  powerless 
so  that  they  can  become  participants  in  the  prosperity  enjoyed  by  others? 
How  can  we  prevent  more  and  more  people  from  falling  into  the 
expanding  class  of  the  economically  disadvantaged? 

We  all  know  that  the  churches  have  actively  supported  civil  rights 
and  other  social  justice  programs.  They  have  also  developed  programs 
to  meet  the  needs  of  their  "neighbors"  who  are  hungry,  homeless  and 
unemployed  through  direct  services.  Beyond  this,  however,  there  is  the 
question  of  economic  justice;  the  issue  of  equitable  access  to  available 
resources  resulting  in  a  reduction  of  inequalities  based  on  income,  wealth 
and  power. 

Where  Churches  have  provided  free  lunches  (and  will  continue  to  do 
so),  we  need  jobs  so  that  people  can  support  themselves.  Where 
Churches  have  provided  shelter  (and  will  continue  to  do  so),  we  need 
affordable  homes  that  people  can  own.  Where  we  now  have  minimum 
wage  jobs  (and  will  continue  to  help  people  get  started),  we  need  career 
opportunities.  It  is  in  this  area  that  the  Church  is  seeking  to  chart  a  new 
direction. 

ECONOMIC  JUSTICE  INITIATIVES 

"ECONOMIC  JUSTICE"  is  defined  as  equitable  access  to  available 
resources  resulting  in  a  reduction  of  inequalities  based  on  race,  income, 
wealth  and  power.  When  we  talk  about  economic  justice,  however,  we 
are  talking  about  the  empowerment  of  people.  "EMPOWERMENT"  can 
be  defined  as  actions  or  Opportunities  which  allow,  encourage  and 
develop  the  ability  of  those  who  are  powerless,  oppressed  and/or  left  out 
of  the  decision  making  structure  to  make  decisions,  to  determine  actions 
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and  increase  control  of  their  own  economic  destinies.  Economic 
empowerment  is  a  matter  of  having  control  over  your  means  of  earning 
a  livelihood. 

Inasmuch  as  the  economic  initiatives  discussed  here  constitute  a 
challenge  to  the  prevailing  practices  in  our  economy,  it  is  all  the  more 
important  that  they  be  undertaken  by  Church  groups.  Such  groups 
constitute  established  economic  powers  in  communities  and  it  takes 
"Power"  to  bring  about  change. 

To  be  successful,  people  from  churches  who  are  involved  in  the 
search  for  economic  justice  must  "make  community"  with  people  from 
other  religious  groups  and  with  like-minded  people  in  society.  We  should 
seek  ways  to  work  together,  enhancing  rather  than  replicating  efforts.  All 
efforts  should  be  geared  toward  the  positive  support  of  empowering 
institutions  which  exist  in  our  communities.  This  will  require  an 
understanding  of  the  connections  within  and  between  communities,  and 
the  willingness  to  act  in  partnership  with  others. 

Church  people  are  themselves  based  in  a  community  which  can  put 
its  energy  and  resources  behind  an  economic  justice  project  and  this 
means  that  they  can  be  effective  participants  in  the  process  of 
community  renewal. 

If  directed  toward  areas  of  great  need,  the  financial  resources  of 
religious  communities  could  make  a  significant  difference  in  economic 
development.  Many  congregations  are  in  areas  in  which  economic 
development  is  severely  hampered  by  the  lack  of  available  capital  for 
business  ventures.  The  religious  community  will  make  a  tremendous 
impact  by  placing  their  investment  capital  into  their  own  Federally  insured 
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financial  institution  where  a  significant  percentage  of  its  funds  could  be 
devoted  to  economic  development  in  their  region.  Churches  will  actually 
be  creating  jobs  in  high  unemployment  areas. 


COMMUNITY  DEVELOPMENT  CREDIT  UNIONS 

THIS  IS  THE  MOST  DYNAMIC  ECONOMIC  JUSTICE  STRATEGY 
FOR  MAKING  CAPITAL  AVAILABLE  TO  INDIVIDUALS  AND  GROUPS 
WHO  HAVE  BEEN  LEFT  OUT  OF  THE  ECONOMIC  MAINSTREAM  TO 
FOCUS  ON  THE  AVAILABILITY  OF  CREDIT. 

The  credit  union  Is  a  financial  cooperative.  Members  pool  their 
money  in  order  to  make  it  available  on  reasonable  terms  as  loans  to  other 
members.  Savings  and  money  management  are  encouraged.  The  modern 
credit  union  provides  all  the  services  associated  with  other  financial 
institutions:  certificates  of  deposit,  IRA's,  checking  accounts  (share 
drafts)  and  credit  cards. 

Credit  unions  are  organized  on  a  cooperative  model;  one 
member/one  vote,  regardless  of  the  number  of  shares  a  member  has.  The 
board  of  directors  and  the  major  committees  are  made  up  of  volunteers 
elected  by  the  membership. 

Recently  the  National  Credit  Union  Administration  recognized  In  Its 
chartering  process  a  special  type  of  credit  union  designed  for  lower 
income  communities:  the  community  development  credit  union.  Such  a 
credit  union  extends  the  opportunity  of  credit  union  membership  and 
services  to  low  and  moderate  income  members  In  a  specific  geographical 
community.  It  provides  specialized  financial  counseling  and  education 
programs  to  its  members.     > 
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The  community  development  credit  union  also  has  a  mandate  to 
assist  in  the  economic  development  of  the  community  around  it.  It 
specializes  in  home  improvement  loans  from  its  own  assets  as  well  as  in 
conjunction  with  other  lending  institutions.  And,  it  offers  loans  to 
members  involved  in  the  start-up  or  recapitalization  of  businesses.  In 
both  ways  it  contributes  to  the  economic  strength  of  the  community  and 
to  the  creation  of  new  jobs.  It  can  work  together  with  community 
development  corporations,  community  land  trusts,  housing  cooperatives 
and  worker  owned  businesses  to  help  finance  these  enterprises. 

Normally  credit  unions  may  accept  share  deposits  only  from  those 
in  their  field  of  membership.  However,  since  credit  unions  with  a  majority 
of  low  income  members  might  not  have  sufficient  assets  to  do  much 
community  development  lending,  especially  in  their  early  years,  the 
National  Credit  Union  Administration  allows  them  to  accept  non-member 
deposits.  These  deposits  can  be  from  corporations,  foundations, 
churches,  low-income  loan  funds  and  private  individuals.  Often  these 
deposits  are  made  at  lower-than-market  interest  rates,  which  enables  the 
credit  union  not  only  to  maintain  reasonable  interest  rates  for  its  members 
but  also  to  earn  income  to  cover  its  own  expenses.  Non-member 
deposits  permit  a  credit  union  to  capitalize  more  quickly  and  to  assist 
more  effectively  in  community  development  projects.  Deposits  of  up  to 
$  1 00,000  are  insured  in  Federally  chartered  credit  unions. 

Unifying,  the  religious  communities  can  eliminate  the  "underground 
economy"  consisting  of  loan  sharks,  high  interest  check  cashing  shops, 
neighborhood  appliance  dealers  and  furniture  stores  offering  inflated 
interest  rates.  Pawn  shop  collateral  loans  and  bars  that  run  a  tab  and 
then  cash  checks  for  fees  between  12%  and  20%  of  the  purchase  price 
would  also  be  eliminated. 
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The  church  itself  can  assist  community  development  credit  unions 
by  making  longer-term  deposits  (trust  funds,  building  funds,  etc.)  and  by 
uniting  and  encouraging  all  members  to  join  and  make  deposits. 

Small  to  large  congregations  must  seek  to  work  with  other  churches 
and  community  organizations  to  get  things  done.  Not  only  can't  you  do 
it  alone,  you  don't  have  to. 
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STATEMENT 

There  can  be  no  meaningful  economic  empowerment  or  development  without 
strong,  safe  and  sound  depository  financial  institutions  to  aggregate  and  re- 
circulate a  community's  capital. 

CONCLUSIONS  and  SOLUTIONS 

1.  Religious  institutions  across  America,  particularly  African 
American  Churches,  must  unite  and  form  both  multi-group 
associational  credit  unions  and  community  development  credit 
unions  that  provide  full  financial  services  in  a  safe  and  sound 
manner.  Assistance  from  the  Congress  of  Religious  Credit 
Unions  (CRCU)  is  available. 

2.  Religious  institutions  with  religious  based  credit  unions  can 
and  must  increase  their  fields  of  membership  by  expanding 
their  charter  to  include  other  nearby  churches  and/or  their 
surrounding  communities.  CRCU  assistance  is  available. 

3.  The  Small  Business  Administration  must  extend  the  small 
business  loan  low  document  guarantee  program  to  credit 
unions.  CRCU  is  developing  a  program  that  uses  the  current 
SBA  loan  guidelines.  Expanding  SBA  programs  to  credit 
unions  would  increase  available  SBA  lenders  by  12,000. 

4.  The  National  Credit  Union  Administration  (NCUA)  should 
increase  the  limit  for  business  loans  from  Fifty  Thousand 
($50,000.00)  Dollars  to  One  Hundred  Thousand 
($100,000.00)  Dollars  to  spur  business  lending. 

5.  NCUA  must  implement  programs  for  the  development  of 
minority  credit  unions.  This  program  can  be  funded  by  using 
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ten  (10%)  percent  of  the  operational  surplus  projected  at  Fifty 
Million  ($50,000,000)  Dollars  for  fiscal  year  1994.  There  are 
currently  no  outreach  progranns  targeting  the  minority 
community  for  starting  or  improvement  of  minority  credit 
unions.  CRCU  has  developed  outreach  programs  for  minority 
credit  unions. 

6.  African  Americans  must  stop  saving  and  banking  where  they 
cannot  borrow  and  support  Community  Development  Financial 
Institutions  where  they  can. 

7.  African  Americans  must  stop  doing  business  with  the  financial 
rapists  in  our  communities.  This  includes  borrowing  from 
pawn  shops  and  cashing  checks  at  liquor  stores  and  check 
cashing  outlets;  dealing  with  furniture  and  jewelry  stores  and 
even  credit  cards  with  high  rates  of  interest.  These  businesses 
remove  cash  from  our  communities  and  fail  to  re-circulate  our 
dollars.  ' 

8.  African  Americans  must  be  willing  to  endure  sacrifice  in 
developing  Community  Development  Financial  Institutions.  We 
are  not  discriminated  against  because  we  are  Baptist, 
Methodist,  Catholic,  Episcopalian,  Muslim,  CME  or  AME.  We 
are  discriminated  against  because  of  the  colors  of  our  skin. 
We  must  be  willing  to  unite  across  religious  beliefs  to  solve 
our  common  economic  problem. 

9.  Affluent  African  Americans  must  realize  that  when  it  comes  to 
financial  services,  they  are  still  likely  to  face  discrimination;  it  is 
therefore  in  their  interest  to  assist  in  the  development  of  safe  and 
sound  minority  depository  financial  institution.  A  Gold  card  is  not  a 
business  loan. 

KEEP  GOD  FIRST! 
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CASE  STUDY 
CREDIT  UNION  FORMATION 


Prince  Georges  County,  Maryland,  a  suburb  of  Washington, 
D.C,  has  the  highest  median  income  for  African  Americans  in 
the  United  States.  The  county  is  also  51  %  African-American. 

Even  though  African  Americans  are  relatively  affluent  in  this 
area,  there  are  only  half  as  many  depository  financial 
institutions  when  compared  with  a  neighboring,  predominantly 
white  county.  According  to  the  Washington  Post  of  August 
20,  1 994,  the  neighboring  Montgomery  County,  Maryland  has 
318  bank  branches  while  Prince  Georges  County  residents 
have  access  to  only  165  branches.  This  lack  of  financial 
institutions  translates  to  lack  of  funds  for  investment  in  the 
county.  > 

To  resolve  this  problem,  the  residents  and  churches  in  Prince 
Georges  County  are  forming  their  own  Community 
Development  financial  institution  known  as  the  First  Combined 
Community  Federal  Credit  Union. 

Led  by  First  Baptist  Church  of  Highland  Park  and  under  the 
direction  of  the  Congress  of  Religious  Credit  Unions,  the 
formation  and  Chartering  process  has  begun  and  a  Charter  is 
expected  by  January,  1995. 
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CASE  STUDY 
CREDIT  UNION  FORMATION 

Dade  County,  Florida  has  the  fourth  largest  international  banl<ing 
community  in  the  world,  yet  has  the  fourth  highest  poverty  level  in 
America.  Obviously,  money  is  not  circulating  through  to  African- 
American  communities.         ^ 

CRCU  -  Southeast  Regional  office,  along  with  the  Metro-Miami  Action 
Plan  (MMAP)  and  Southern  Bell  began  unifying  entities  in  the  Northern 
area  of  Dade  County  with  an  Economic  Empowerment  Conference  in 
December,  1993,  at  the  Hyatt  Regency  -  Miami.  The  regional  director  of 
the  National  Credit  Union  Administration  (NCUA),  representatives  of  the 
NCUA  Board  of  Directors,  regulators  and  lawmakers  attended  this 
conference.  The  credit  union  message  was  heard  by  representatives  of 
the  communities  of  Dade  County,  including  the  extensive  religious 
community.  As  a  result,  we  have  succeeded  in  uniting  ten  (1 0)  churches 
of  different  denominations,  eleven  (11)  corporations  inclusive  of  Southern 
Bell,  volunteers  from  the  Greater  Miami  Chamber  of  Commerce,  three  (3) 
employee  based  credit  unions,  and  most  important,  commitments  to 
support  and  participate  havd  been  confirmed  in  writing  by  two  (2)  major 
banks. 

Since  August  24th,  there  has  been  a  tremendous  amount  of  discussion 
within  the  community  about  the  "Overtown"  project  and  the  withdrawal 
of  two  (2)  major  banks  from  the  "shared  bank"  planned  for  that  area. 
Hope  for  equitable  economic  access  is  at  an  all  time  low.  In  Overtown, 
the  promise  of  a  bank  has  caused  community  and  religious  groups  to  be 
hesitant  about  participating  in  the  Community  Development  Credit  Union 
in  the  belief  that  adequate  banking  services  to  their  communities  would 
follow.  This  promise  has  delayed  their  participation  in  the  implementation 
of  this  self-help,  economic  initiative.  Community  leaders  are  now  calling 
for  inclusion  of  their  conimunity  in  the  field  of  membership  of  the  CDCU. 
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We  are  well  into  the  chartering  process.-  Surveys  required  by  NCUA  to 
determine  the  specific  needs,  community  participation  and  support  for  a 
credit  union  began  in  January,  1 994,  and  are  continuing  as  our  field  of 
membership  increases  to  encompass  groups  that  were  slow  to  hear  of  our 
efforts.  Committees  are  writing  the  policies  and  procedures  based  on 
community  priorities  and  needs;  the  Directors,  credit  and  supervisory 
committees  have  been  defined  and  our  target  date  is  January,  1995. 

Metro-Miami  Action  Plan  (MMAP)  has  pledged  Two  Hundred  Fifty 
Thousand  ($250,000.00)  Dollars  for  1995,  and  Two  Hundred  Fifty 
Thousand  ($250,000.00)  Dollars  in  1996,  to  support  the  payroll  cost  of 
a  professional  staff.  Legion  Park  Medical  Center  has  contributed  Five 
Thousand  ($5,000.00)  Dollars  for  technical  assistance  and  has  committed 
a  second  Five  Thousand  ($5,000.00)  Dollars  to  assist  with  the  translation 
of  print  media  and  distribution  of  information  to  the  Haitian,  Hispanic,  and 
other  foreign  born  residents. 

Ken  Robinson,  President  of  the  National  Association  of  Federal  Credit 
Unions,  has  arranged  a  mentor/partner  relationship  with  the  Dade  County 
School  Employees  Credit  Union  who  will  be  donating  desks  and 
equipment  in  addition  to  a  pledge  of  One  Hundred  Thousand 
($100,000.00)  in  Twenty-Fiye  Thousand  ($25,000)  Dollar  increments  to 
be  loaned  in  the  community.  Mr.  Robinson  has  indicated  that  at  least  two 
other  employee  based  credit  unions  serving  the  Miami  area  will  be 
pledging  long-term  deposits.    Chartering  is  expected  in  January,  1995. 

In  the  very  immediate  future,  CRCU  will  assist  in  the  training  and 
indoctrination  of  community  members  who  will  be  working  with  the 
professional  staff  of  the  credit  union.  Southern  Bell  is  partially  funding 
this  educational  module.  Training  will  also  be  provided  for  loan  officers, 
tellers,  customer  service  representatives  and  new  accounts  personnel  in 
conformance  with  credit  union  policies. 
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CASE  STUDY 
CREDIT  UNION  REVITALIZATION 

In  1992,  the  newly  appointed  manager  of  Bethel  AME  FCU  called 
the  Congress  of  Religious  Credit  Unions,  Inc.,  for  assistance. 

The  NCUA  Region  II  Head  Examiner  was  preparing  the  results  of  an 
annual  examination,  a  job  usually  not  performed  by  the  Head 
Examiner.  Since  this  was  the  new  manager's  first  examination,  he 
asked  if  CRCU  personnel  would  attend.    We  agreed. 

During  the  examination,  the  NCUA  Examiner  placed  the  Credit  Union 
under  a  "Letter  of  Understanding  and  Agreement"  (LUA)  with 
unreasonable  performance  criteria.  CRCU  protested  the 
unreasonable  positions  and  had  the  LUA  restructured.  CRCU  then 
began  the  work  to  remove  the  LUA. 

Under  the  capable  guidance  of  James  Tibbs,  $22,000.00  In 
delinquent  loans  were  written  off  as  uncollectible,  and  the  rebuilding 
began.  The  loan  portfolio  was  analyzed  and  successful  loan 
products  expanded.  A  mentorship  with  Aberdeen  Proving  Ground 
FCU  was  started  through  the  CRCU  "Union  to  Union"  Program.  All 
Supervisory  and  Credit  Committee  policies  were  reviewed  and 
updated.  Capital  has  increased  from  two  (2%)  percent  to  eleven 
(11%)  percent. 

In  less  than  two  years,  loan  productivity  has  increased  by  Two 
Hundred  Thousand  ($200,000)  Dollars  and  non-member  deposits 
are  expected  to  reach  Three  Hundred  Thousand  ($300,000)  Dollars. 
Church  members  are  rediscovering  their  credit  union. 

During  the  next  two  years,  the  LUA  is  expected  to  be  removed  and 
the  credit  union  will  go  from  a  part-time  to  full-time  service. 
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SPECIAL  THANKS 

Honorable  Congressman  Floyd  M.  Flake 
Honorable  Congressman  Kweisi  MFume 
National  Association  of  Federal  Credit  Unions 


For  Membership  Information: 


Congress  of  Religious  Credit  Unions,  inc. 

10306  Eaton  Place,  Suite  200 

Fairfax,  Virginia  22030 

(703)  691-0233 


or 


17210  N.W.  64th  Avenue,  Suite  110 

Miami,  Florida  3301 5 

(305)  557-6656 
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Thank  you,  Mr.  Chairman.  I  truly  am  honored  to  spend  my  first  day  with  CS  First 
Boston  taking  part  in  this  important  dialogue  on  empowering  the  African-American 
Community.  Not  only  is  this  my  first  day  with  CS  First  Boston,  but  this  is  my  first  day 
ever  in  the  private  sector.  Being  here  among  finends  who  hold  the  same  values  for  an 
improved  quality  of  life  in  our  communities  makes  the  culture  shock  of  moving  fi-om  three 
decades  of  public  service  to  the  private  sector  much  less  jolting  than  it  otherwise  would 
have  been. 

I  would  like  to  take  this  opportunity  to  thank  Congressman  Flake  for  inviting  me 
to  share  with  you  my  thoughts  and  for  making  my  day  of  transition  fi-om  being  Deputy 
Secretary  of  HUD  yesterday  to  being  an  investment  banker  today  so  pleasant.  I  would 
like  to  commend  all  three  members.  Congressmen  Flake,  Wynn  and  Tucker,  for  focusing 
on  such  an  important  topic. 

The  very  subject  that  we  are  here  to  discuss  today  ~  forging  partnerships  to 
empower  the  Afiican-American  community  ~  has  been  woven  into  my  goals  throughout 
my  career  path,  including  my  move  to  the  private  sector.  And  it  will  always  be  a  part  of 
my  efforts  to  have  more  and  more  Afiican-Americans  realize  the  dream  that  began  so 
many  years  ago.  When  Dr.  Martin  Luther  King,  Jr.  marched  down  Auburn  Avenue,  and 
down  the  streets  of  Chicago,  Detroit,  Birmingham,  Washington  and  Memphis  for  fi-eedom, 
justice  and  equality,  he  was  developing  America's  first  true  empowerment  strategy. 

Dr.  King  was  ahead  of  his  time  because  he  understood  the  connection  between 
freedom  and  empowerment.  He  knew  that  in  order  for  people  to  be  free,  they  had  to  be 
empowered,  and  that  was  the  moral  compass  from  which  he  operated  during  the  years  he 
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led  the  fight  to  help  America  find  its  soul.  The  empowerment  concept  formed  the 
foundation  of  what  Dr.  King  tried  to  teach  all  of  us  about  community. 

In  his  American  Dream  speech.  Dr.  King  said,  "We  are  caught  in  an  inescapable 
network  of  mutuality;  tied  in  a  single  garment  of  destiny.  Whatever  affects  one  directly, 
affects  all  indirectly.  As  long  as  there  is  poverty  in  this  world,  no  man  can  be  totally  rich 
even  if  he  has  a  billion  dollars...  Strangely  enough,  I  can  never  be  what  I  want  to  be  until 
you  are  what  you  ought  to  be.  You  can  never  be  what  you  ought  to  be  until  I  am  what  I 
ought  to  be.  This  is  the  way  the  world  is  made... this  is  the  interrelated  structure  of 
reality." 

You  and  I  know  what  Dr.  King  was  saying  then.  He  was  saying  that  Beveriy  Hills 
cannot  be  truly  fi-ee  as  long  as  South  Central  Los  Angeles  wallowed  in  poverty.  He  was 
saying  that  wealthy  sections  of  metropolitan  Miami  could  not  be  truly  fi-ee  unless 
Overtown  was  fi-ee.  And  he  was  saying  that  you  can  live  in  any  number  of  this  Nation's 
islands  of  prosperity  and  comfort  and  have  at  your  fingertips  everything  that  life  has  to 
offer,  and  yet  still  not  be  fi-ee.  Why?  Because  your  fijture  is  still  tied  to  the  fiiture  of  the 
people  who  live  every  day  in  poverty  and  despair. 

While  Deputy  Secretary  of  HUD,  I  talked  a  lot  about  "Empowerment  Zones  and 
Enterprise  Communities"  as  the  first  step  ~  a  big  step  —  toward  a  single  destiny  of  hope 
and  opportunity  for  all  of  us.  This  is  the  Administrations  strategy  around  the  country  for 
social  and  economic  change.  Unlike  previous  programs  to  help  cities  and  communities, 
Empowerment  Zones  and  Enterprise  Communities  depends  on  local  ideas  and  local 
strategies  —  all  of  them  different,  and  tailor  made  to  that  specific  community. 
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No  one  knows  their  commumty  ~  the  people  and  the  needs  ~  better  than  the 
Afiican-American  Church.  The  African-American  Church  has  the  stability,  the  knowledge 
and  the  position  in  the  community  to  advance  self-empowerment  and  community 
empowerment  significantly.  If  we  want  our  youth  and  communities  to  say  no  to  violence 
and  crime,  we  must  give  them  something  to  say  yes  to.  Empowerment  is  about  finding 
ways  for  people  in  your  neighborhoods  to  say  yes.  Some  of  the  key  principles  that  would 
guide  you  to  empowerment  are: 

•  Economic  Opportunity.  Create  jobs,  attract  private  investment,  and  expand  access  to 
jobs  for  less  fortunate  people  in  the  community. 

•  Sustainable  Economic  Development.  Cultivate  economic  strategies  that  offer  long- 
term  success.  This  can  only  happen  when  there  is  a  coordinated  strategy  for  physical 
and  human  development,  including  safe  streets,  clean  air,  and  encouraging 
commitments  to  personal,  family  and  civic  responsibilities. 

•  Community-Based  Partnerships.  The  most  isolated  resident  in  a  community  must  have 
a  way  of  getting  his  or  her  voice  heard.  Churches,  nonprofits,  private  industry, 
governments  and  schools  should  be  in  constant  communication,  exchanging  ideas. 

•  Strategic  Vision  for  Change.  Communities  must  be  able  to  articulate  how  they  see 
themselves  5,  10,  15,  20  years  down  the  road.  What  does  a  community  want  to 
become?  It  goes  much  farther  than  a  simple  bottom-line  analysis  of  saying  we  want 
two  of  this,  three  of  that  and  four  of  those. 

Briefly,  let  me  mention  some  of  the  areas  that  should  be  focused  on  within  your 
communities: 
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Schools.  As  many  of  you  know,  the  urban  and  rural  schools  located  in 
impoverished  areas  tend  to  experience  the  most  problems  and  get  the  least  support.  This 
is  where  classroom  violence  is  at  its  worst  and  where  dropouts  are  highest.  In  order  to 
improve  schools  and  motivate  more  poor  children,  we  have  to  build  up  communities 
around  those  schools.  To  begin  that  process,  you  have  to  ask  yourself  what  feeds  into 
these  schools?  Do  the  students  come  from  decent  living  environments?  Are  their  parents 
working?  Are  there  places  to  shop  in  their  neighborhoods?  Do  they  dodge  bullets  to  and 
from  school?  Can  they  do  their  homework  at  night  without  catching  a  stray  bullet  through 
the  living  room  window? 

Law  enforcement.  Community  policing  is  a  big  part  of  this.  Neighborhoods  need 
to  develop  innovative  working  relationships  with  local  police  that  will  ultimately  change 
the  police  and  the  community's  attitudes  about  one  another.  In  the  end,  safer  streets  will 
attract  more  businesses  to  relocate  to  these  areas.  Safer  streets  will  help  home  values, 
schools,  and  they  will  develop  communities  that  are  cohesive  and  caring. 

Youth.  Nothing  is  more  an  enemy  to  our  young  people  than  idleness  and 
hopelessness.  Young  people  should  see  their  parents  and  neighbors  going  to  work  earning 
a  living.  They  should  see  their  peers  graduating  from  school,  building  families  and  homes. 
They  should  have  places  to  go  and  activities  to  engage  in  after  school.  They  should  be  able 
to  see  a  light  at  the  end  of  the  tunnel.  And  that  light  is  the  future. 

The  Workplace.  We  simply  need  to  bring  more  workplaces  to  poor  communities. 
One  way  this  might  be  accomplished  is  through  a  mentorship  program  within  the  church. 
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Successful  parishioners  could  act  as  mentors  to  young  entrepreneurs  and  help  them  turn 
their  ideas  into  reality. 

The  Community.  Acommunity  is  a  composite  of  different  elements.  It  is  housing. 
It  is  jobs.  It  is  schools.  It  is  investment.  It  is  resident  involvement.  It  is  the  African- 
American  Church.  The  latter  having  the  strongest  capacity  of  all  to  generate  a  buoyant 
spirit  of  community. 

And  from  all  of  these  things  we  will  see  community  and  economic  empowerment 
flow.  We  will  see  neighborhoods  and  communities  flourish.  All  the  patches  on  the 
proverbial  quilt  that  is  America  will  be  stronger  and  more  viable,  making  for  a  stronger, 
more  viable  nation. 

I  would  like  to  share  a  good  example  of  a  community  that  has  empowered  itself— 
Louisville.  In  Louisville,  people  talk  about  the  miracle  of  the  Russell  neighborhood.  At 
one  time,  half  of  Russell's  10,000  households  were  on  public  assistance,  three-fourths 
were  below  the  poverty  line,  and  two  of  three  people  were  out  of  work.  The  average 
household  income  was  just  $4,800  a  year. 

But  today,  millions  of  public  and  private  dollars  later,  and  thanks  to  a  locally- 
inspired  initiative  called  HANDS  ~  Housing  and  Neighborhood  Development  Strategies  - 
Russell  is  coming  to  life  with  new  jobs,  job  training  opportunities  and  new  and  improved 
housing. 

The  city,  residents,  banks  and  other  private  sector  concerns,  churches  and 
community  groups  are  working  together. 
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In  two  years  since  the  Russell  partnership  was  launched,  crime  has  dropped  by  50 
percent  in  this  100-city  block  area.  The  City  of  Louisville  has  budgeted  $10  niillion  for 
Russell  in  the  next  fiscal  year. 

The  Humana  Corporation  reacted  to  Russell's  comeback  with  optimism  which 
translated  into  a  pledge  to  build  100  single  family  homes. 

LaSalle  Place,  a  public  housing  development  and  the  residential  anchor  of  the 
community,  has  been  redeveloped  into  condominiums  for  low-income,  first-time 
homebuyers. 

The  public  and  the  private  sector  should  also  take  cues  from  the  successful 
enterprising  of  African- American  churches  ~  large  and  small.  In  recent  years,  we  have 
seen  a  rise  in  the  number  of  churches  that  build  houses,  build  schools,  buy  investment 
property  and  create  jobs. 

In  Atlanta,  where  I  call  home,  the  Vine  City  Ministries  have  already  built  some 
single  family  homes,  secured  $1.5  million  for  more  homes,  and  helped  broker  jobs  for  Vine 
City  residents  at  the  new  Georgia  Dome  football  stadium. 

Even  in  smaller,  rural  areas,  the  African-American  church  is  using  the 
empowerment  concept  to  bring  new  life  to  these  areas.  In  fact,  HUD  has  hired  a  full-time 
church  liaison  to  attempt  to  tap  into  this  energy. 

As  Dr.  King  said,  "The  history  of  our  nation  is  the  history  of  a  long  and  tireless 
effort  to  broaden  the  fi-anchise  of  American  citizens." 
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In  closing,  I  would  like  to  challenge  us  all  to  stop  and  think  about  the  dream.  Stop 
and  think  about  the  dream  in  the  context  of  "what  can  I  do  to  help  make  the  dream  come 
true." 

If  you  represent  the  church,  consider  how  you  can  use  some  of  your  facilities  and 
even  some  of  your  staff  and  volunteers  to  help  bring  social  services  to  people  in  your 
community.  Or  consider  approaching  your  members  about  investing  in  affordable 
housing.  Or  consider  creating  the  mentorship  program  I  mentioned  earlier.  As  a  church  ~ 
the  pillar  of  the  community  —  you  also  have  the  ability  to  facilitate  or  convene  the 
partnerships  with  the  businesses,  the  nonprofits,  the  local,  state  and  federal  governments 
that  will  ultimately  result  in  empowerment. 

If  you  are  in  business,  consider  starting  a  summer  jobs  program  to  get  young 
people  in  your  community  off  the  streets  and  into  environments  where  they  can  develop 
talents  and  skills,  and  learn  the  responsibility  of  work.  Develop  a  roundtable  of  other 
businesses  in  your  communities.  Talk  about  what  needs  to  be  done  in  your  neighborhoods 
and  devise  a  role  that  the  business  community  can  play  in  addressing  the  needs  of  the 
larger  community. 

If  you  are  from  the  nonprofit  community,  formally  solicit  ideas  fi-om  the 
neighborhoods  you  serve  and  consider  ways  that  you  can  fund  some  of  these  ideas. 

If  you  are  with  government,  get  your  colleagues  and  the  leaders  who  have  the 
votes  to  change  things  to  think  in  an  empowerment  and  investment  mode.  From  the 
tiniest  town  or  village  council  to  the  largest,  most  complex  city  and  county  council,  we  all 
need  to  be  thinking  about  investing  in  this  great  land  of  ours. 
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It  is  no  longer  a  question  of  how  much  we  are  going  to  spend  for  this  program  or 
that  program.  It's  about  investing  today  to  ward  off  higher  costs  tomorrow. 

Throughout  my  career  in  the  public  sector,  my  commitment  has  been  to  the 
neighborhoods,  to  the  communities,  to  improving  the  quality  of  life  in  our  cities.  I  would 
like  to  think  that  I  have  tried  every  imaginable  approach  from  the  public  sector's 
perspective.  My  challenge  on  the  private  sector  side,  is  to  find  new  approaches,  acting  in 
partnership  with  the  communities,  to  help  solve  their  problems.  Honestly,  I  hope  that  I 
not  only  find  a  way  to  help  deliver  some  of  the  necessary  financial  resources,  but  also  to 
make  the  private  sector  look  a  little  bit  more  like  the  public  sector  and  the  neighborhood. 

Let  me  leave  you  with  words  I'm  sure  you  all  remember.  As  Dr.  King  said  32 
years  ago: 

"We  are  simply  seeking  to  bring  into  full  realization  the  American  dream  —  a 
dream  yet  unfijlfilled.  A  dream  of  equality  of  opportunity,  of  privilege  and  property 
widely  distributed;  a  dream  of  a  land  where  men  no  longer  argue  that  the  color  of  a  man's 
skin  detennines  the  content  of  his  character;  the  dream  of  a  land  where  every  man  will 
respect  the  dignity  and  worth  of  human  personality  -  this  is  the  dream.  When  it  is 
realized,  the  jangling  discords  of  our  nation  will  be  transformed  into  a  beautiful  symphony 
of  brotherhood,  and  men  everywhere  will  know  that  America  is  truly  the  land  of  the  free 
and  the  home  of  the  brave." 

Thank  you. 
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CDBG  Assistance  for  Microenterprises 


Statutory  Provisions 

•  A  "microenterprise"  is  defined  by  Section  807(c)(2)  of  the  1992  Act  as  a 
"commercial  enterprise  that  has  five  or  fewer  employees,  one  or  more  of  whom 
owns  the  enterprise." 

•  The  provision  of  direct  assistance  to  microenterprises  has  long  been,  and 
continues  to  be,  eligible  as  a  special  economic  development  activity  uinder 

§  570.203Cb)  [Section  105(a)(17)  of  the  HCD  Act].  However,  the  1992  Act  added 
an  additional  option. 

•  Section  807(a)(4)  of  the  1992  Act  added  a  new  Section  105(a)(23)  to  the  HCD 
Act  regarding  the  provision  of  CDBG  assistance  to  facilitate  economic 
development  through  assistance  to  microenterprises  and  persons  developing 
microenterprises. 

The  new  Section  105(a)(23)  of  the  HCD  Act  reads  as  follows: 

"(23)  provision  of  assistance  to  public  and  private  organizations,  agencies,  and 
other  entities  (including  nonprofit  and  for-profit  entities)  to  enable  such  entities  to 
facihtate  economic  development  by  - 

(A)  providing  credit  (including  providing  direct  loans  and  loan 
guarantees,  establishing  revolving  funds,  and  facilitating  peer  lending 
programs)  for  the  establishment,  stabilization,  and  expansion  of 
microenterprises; 

(B)  providing  technical  assistance,  advice,  and  business  support  services 
(including  assistance,  advice,  and  support  relating  to  developing  business 
plans,  securing  funding,  conducting  marketing,  and  otherwise  engaging  in 
microenterprise  activities)  to  owners  of  microenterprises  and  persons 
developing  microenterprises;  and 

(C)  providing  genera]  support  (such  as  peer  support  programs  and 
counseling)  to  owners  of  microenterprises  and  persons  developing 
microenterprises." 

This  new  eligibility  provision  became  effective  upon  the  enactment  of  the  1992 
Act  (October  28,  1992). 
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HUD  CPD  Executive  Staff 


Code 

Room 

Name 

Title 

Phone* 

Fax 

C 

7100 

Andrew  Cuomo 

A/S  for  CPD 

-2690 

-3336 

C 

7100 

Mark  C.  Gordon 

Gen.  DAS/Chief  of  Staff 

-2690 

CO 

7214 

Mark  Fabiani 

DAS  for  Operations 

401-8932 

7204 

Thelma  Moore 

DAS  for  Community  Viability 

-2484 

CE 

7204 

Jacquie  M.  Lawing 

DAS  for  Economic  Development 

-0270 

CG 

7214 

Ken  Williams 

DAS  for  Grant  Programs 

401-6367 

401-8939 

Interagency  Council  on  the  Homeless 

7274 

Marsha  A.  Martin 

Executive  Director 

-1480 

Office  of  Executive  Services  (reports 

to  GDAS  Gordon) 

COO      7208       Joseph  Smith  Director  -1283 

COOP    7208      Vacant  Dir.,  Policy  Coordination 

COOF    7152  Desk  Officers,  Field  Coordination 

Office  of  Management  and  Technical  Assistance  (reports  to  DAS  Fabiani) 

7228       Syl  Angel  Director  -2090  -4275 

CGTA    7218       Lyn  Whitcomb  Dir.,  Tech.  Assistance  Div.  -3176 

CGTC    7218       Maggie  Taylor  Dir.,  Comm.  &  Neigh.  Mgmt  Div.  -2186 

Office  of  Block  Grant  Assistance  (reports  to  DAS  Williams) 

CGB       7286      James  Broughman  Director  -3587 

CGBE    7282       Deirdre  Maguirre-Zinni     Dir.,  Ent.  Comm.  Div.  -1577 

CGBS     7184       Zita  Blankenship  Dir.,  Sute  &  Small  Cities  Div.  -1322 

CGBF    7178       Paul  Webster  Dir.,  Financial  Mgmt  Div.  -1871 

Office  of  Affordable  Housing  Programs  (reports  to  DAS  Williams) 

CGH      7164      Gordon  McKay  Director  -2685  -1744 

CGHH    7158      JohnGarrity  Dir.,  HOPE  3  Div.  -0324 

CGHO   7168       Richard  Burk  Dir. ,  Program  Operations  Div.  -1367 

CGHP    7162       Mary  Kolesar  Dir.,  Program  Policy  Div.  -2470 

Office  of  Special  Needs  Assistance  Programs  (repons  to  DAS  Lawing) 

CES       7262       Vacant  Director  -4300  -3617 

CESR     7266      Jean  Whaley  Act'g  Dir.,  Program  Resources  Div.  -2140 

CESD    7260       David  Pollack  Dir.,  Program  Development  Div.  -1234 

CESM    7254       William  Molster  Dir.,  Program  Management  Div.  -1226 

Office  of  Economic  Development  (reports  to  DAS  Lawing) 

CEE       7136       Roy  Priest  Director  -2290  -7543 

CEE       7136       Michael  T.  Savage  Dep.  Director  -2290 

CEEB     7146       David  Sowell  Dir.,  Grants  Mgmt  Div.  -3484 

CEEC    7130       Donner  Buchet  Dir.,  Comm.  &  Econ.  Dev.  Services  Div.  -1243 

CEEZ    7134       Michael  McMahon  Dir.,  Youthbuild  Program  -2035 

Office  of  Community  Viability  (reports  to  DAS  Moore) 

COE      7240      Richard  Broun  Director  -3297 

7148      James  Selvaggi  Act'g  Dir.,  Community  Viability  Div.        401-2020 

COEP    7248       Richard  Alexander  Dir.,  Environ.  Planning  Div.  -4250 

COER    7250       Roy  Gonnella  Dir.,  Environ.  Review  Div.  -3436 

COEE    7244       Robert  Groberg  Dir.,  Energy  Div.  -3295 

Fax  numbers:    If  a  fax  nimiber  is  not  shown  for  an  office,  use  202-708-3363.   This  number  is  in  the  CPD 
Processing  and  Control  Branch  in  room  7255,  and  it  serves  all  of  CPD. 

*  Phones  are  202-708-  unless  indicated.  9/13/94 
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CPD  DIRECTORS  -  Phone  and  Fax  Numbers 


IC 

BOSTON 

Frank  Del  Vecchio,  Acting 

617/565-5342  (fax:  5442) 

I.IC 

HARTFORD 

Daniel  P.  Kolesar 

203/240-4508  (fax:  4674) 

2C 

NEW  YORK 

Joan  Dabelko,  Acting 

212/264-2885  (fax:  0993) 

2.2C 

BUFFALO 

Michael  F.  Merrill 

716/846-5768  (fax:  4789) 

2.5C 

NEWARK 

Frank  B.  Sagarese 

201/622-7900  (fax:  645-4461) 
201/622-7622  (direct) 

3C 

PHILADELPHIA 

John  J.  Kane,  Acting 

215/597-2665  (fax:  9627) 

3.1C 

BALTIMORE 

Harold  Young 

410/962-2520x3116  (fax:  1849) 

3.3C 

PITTSBURGH 

Bruce  Crawford 

412/644-5493  (fax:  6499) 

3.4C 

RICHMOND      - 

Joseph  K.  Aversano 

804/278^503  (fax:  4601) 

3.5C 

WASHINGTON,  DC 

James  H.  McDaniel 

202/275-0994  (fax:  0779) 

4C 

ATLANTA 

Charles  N.  Straub,  Acting 

*         404/331-5139  (fax:  6997) 

4.1C 

BIRMINGHAM 

Jasper  H.  Boatright 

205/290-7645  (fax:  7593) 

4.2C 

COLUMBIA 

Ed  Bradley 

803/765-5564  (fax:  5515) 

4.4C 

GREENSBORO 

Charles  T.  Ferebee 

910/547-4005  (fax:  4015) 

4.5C 

JACKSON 

Jeanie  E.  Smith 

601/965^765  (fax:  5912) 

4.6C 

JACKSONVILLE 

James  N.  Nichol 

904/232-3587  (fax:  3759) 

4.7C 

KNOXVILLE 

Virginia  E.  Peck 

615/545-4396  (fax:  4569) 

4.8C 

LOUISVILLE 

Ben  Cook 

502/582-5394  (fax:  6074) 

4.13C 

CARIBBEAN 

Carmen  R.  Cabrera 

809/766-5576  (fax:  5995) 

5C 

CHICAGO 

Richard  H.  Wilson,  Acting 

312/353-1696  (fax:  5417) 

5.3C 

COLUMBUS 

John  E.  Riordan 

614/469-6743  (fax:  2432) 

5.4C 

DETROIT 

Richard  Paul 

313/226-4343  (fax:  4394) 

5.7C 

INDIANAPOLIS 

Robert  F.  Poffenberger 

317/226-5169  (fax:  6317) 

5.8C 

MILWAUKEE 

I;inaJ.  Vacha 

414/297-3113  (fax:  3947) 

5.9C 

MINNEAPOLIS 

Shawn  Hucklebx 

612/370-3019  (fax:  3093) 

6C 

FORT  WORTH 

R.  D.  Smith,  Acting 

817/885-5483  (fax:  5692) 

6.4C 

LITTLE  ROCK 

Billy  M.  Parsley 

501/324-6375  (fax:  5900) 

6.6C 

NEW  ORLEANS 

Greg  Hamilton 

504/589-7212  (fax:  2917) 

6.7C 

OKLAHOMA  CITY 

Katie  S.  Worsham 

405/231-4973  (fax:  4648) 

6.8C 

SAN  AtlTONIO 

John  T.  Maldonado 

210/229-6820  (fax: -4984) 

7C 

KANSAS  CITY 

Miguel  Madrigal,  Acting 

913/551-5484  (fax:  5859) 

7.2C 

OMAHA 

Gregory  A.   Bevirt 

402/492-3144  (fax:  3150) 

7.3C 

ST.  LOUIS 

David  H.  Long 

314/539-6524  (fax:  6575) 

8C 

DENVER 

Sharon  Jewell,  Acting 

303/672-5414  (fax:  5028) 

9C 

SAN  FRANCISCO 

Steve  Sachs,  Acting 

415/556-5576  (fax:  1114) 

9.2C 

HONOLULU 

Patty  A.  Nicholas 

808/522-8180  (fax:  8194) 

9.4C 

LOS  ANGELES 

Herbert  L.  Roberts 

213/251-7235  (fax:  7411) 

IOC 

SEATTLE 

John  W.  Peters,  Acting 

206/220-5150  (fax:  5403) 

lO.lC 

ANCHORAGE 

Colleen  Craig 

907/271-3669  (fax:  3667) 

10.3C 

PORTLAND 

John  G.  Bonham 

503/326-7018  (fax:  3097) 
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INTERMEDIARIES/FOUNDATIONS 


(1)  NATIONAL  ALLIANCE  OF  BUSINESS 
1201  New  York  Avenue,  N.W. 
Washington,  DC   20005-3917 

Telephone:   202-289-2920 

(2)  CENTER  FOR  CORPORATE  PUBLIC  INVOLVEMENT 
1001  Pennsylvania  Avenue,  N.W. 
Washington,  DC 

Telephone:   202-624-2429 

(3)  LOCAL  INITIATIVE  SUPPORT  CORPORATION  (LISC) 
733  Third  Avenue 

New  York,  NY   10017 

Telephone:   212-455-9800 

(4)  THE  ENTERPRISE  FOUNDATION 
505  American  City  Building 
Columbia,  MD   21044 

Telephone:   301-964-1230 

(5)  COUNCIL  ON  FOUNDATIONS 
1828  "L"  Street,  N.W. 
Washington,  DC   20036 


Telelphone:   202-466-6412 

O 


83-118  O  -  95  (204) 


BOSTON  PUBLIC  LIBRARY 


3  9999  05705  6564 


ISBN  0-16-046551-6 


9  780 


60M65512 


90000 


